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2003 HOUSE NATURAL R!SOURC!S 

HB 1145 

Tht Mfcr091'epflf c fNtff on thf• film art accurate rep.-oducttona of recordt delivered to Modern lnforNtfon Syateflll for 11fcroftl111fno Ind 
were fllllld In th• rttUl•r cOl.lrat of buafne11. The phot09rephf c proctH 111Ht1 1ttnd.trds of the Amerf can National Standardl rnstftute 
(MIil) for 1rchfv1l lllfcrofflM. NOTICII If the fllllltd ,.,. eltovt ,. let• lttfble than thfl Notice, ft ,. due to the qutlfty of the 

-• btfng ffllllld, , ~~ill U,Jl~~ ~ Date 

' 

J 

J 



r 

2003 HOUSE STANDING COMMITIEE MINUTES 

BILURESOLUTION NO. 114S 

House Natural Resources Committee 

CJ Conference Committee 

Hearing Date January 16, 2003 

.__..;;.T~ __ N __ wn.;;.;;.;.....ber.;..;.,..-~i---•----Si __ de __ A;;...;..__-4 ___ S;ide B __ ---+-__ · _M_eter.;.._# __ __. 

.._,_ ______ 3 ,..__ ___ xx ____ .., _______ ___,._al_l _____ _ 
0-2656 

Committee Clerk Si 

Minutes: 

ChaJr Nehoa: opened HB 114S relating to a temporary exemption from the gross production tax 

for gas produced from shallow gas wells. 

Lyn Rehm: Director, NDIC Oil & Gas Division. (see attachment). 

John P. 81aemle~ State Geologist. (Ne attachment). 

Chair Nellon: Where was Montana and Wyoming at before the incentive. 

Lynn Helms: Those numbers were from Wyoming when they had 600 chm wells. Prior to that 

two dozen wells. They rescind the incentive when they reached 4500 wells. 

Chair Nelson: Was the tax situation the only factor. 

Lynn Helms: It was not based on that. It was part of an entire package. The technology has 

moved far in the last decade. 

Rep. Clark: What is the typical life span of a well. 

:~ Lynn Behm: 15 to 20 years. 
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Page2 
House Natural Resources Committee 
BUI/Resolution Number l 145 
Hecring Date January 16, 2003 

Rep. Porter: What is the cost of the impact on tho local economy. 

Lyu Behm; $600,000 per well. Big money. 

Ron Nes,: ND Petroleum council, Spoke in favor of HB 1145. 

Jim Artllaads Billinp County Commissioner. Spoke out in support HB 114S. 90% of our 

revenues come ftom oil and gas. There has been no true gas play in Williston. 

Vlekey Stuer: ND association of Oil and Gas Counties. Spoke out against HB 1145. (,ee 

attaelled tatlmolly). 

Mickey Steward: Wyoming CBMCB. Gave neutral presentation. (tee attaehed tetdmony). 

Du BoNz (aee attaebed tettimony). 

Chair Nelton closed the hearing. 
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2003 HOUSE STANDINO COMMIITEB MINUTES 

BILURESOLUTION NO. 114S 

Houso Natw'al Resources Committee 

CJ Conference Committee 

Hearing Date January 17, 2002 

T-.,e Number SidoA SideB Meter# 
1 xx 1,841 

·-

Committee_g~,edc Si'7ture 
I I 

'-.finutes: 

Robert Banm: Counsel to the Governor. (See Attaehed Testimony). 

Rep. Notteatad: Asked about concerns from the counties relating to road maintenance. What 

answer do you have for them. 

Robert Banm: Those impacts are not there now. It is not happening now. 

Rep. Notte.tad: If the roads have to go in. The money has to be up front. 

Robert Harms: The state is trying to achieve economic development. There will be revenue 

streams going back to the counties to fulfill the impact. You have to give a little to get a little. 

Rep. Kehb: OUr tax rate is significantly lower than WY. Are we going to give it away. lfthere 

is a 24 month holiday how will we handle the upfront costs. 

Robert Harms: We are not comparing apples to apples. Wyoming's tax rate is based on 

conditions existing in Wyoming. The market will bear more, 
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House Natural Resources Committee 
Bill/Resolution Number l 14S 

~ Hearing Date January 17, 2002 

0 

L 

Rep. Kelaera Was there any discussion of impact funds from the DOT? 

Robert Hara: No, thero is impact funding available from DOT. 

Rep. Droveclal: I conga·atulate the Oo·,emor on looking at developing ~he oil industry in North 

Dakota. Will you work with us on these issues, 

Robert Barmt: Absolutely. 

Claalr Nel101u Hu there been any thought within the governor's office of creating an opt in 

process, This would minimize any impact prublenu by giving the cowities more options. 

Robert Barmt: Not really, The state does not have shall,,w gas wells, They do not exist. 

Going &om county to county would minimize the willing investors. 

Rep. Kehlu Have you looked to grant programs. 

Robert Banm: We can explore that further. 

Claalr Nellon closes the hearing. 
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2003 HOUSE STANDING COMMITIEE MINUTES 

BILI./RESOLUTION NO, 1145 

House Natural Resources Committee Sub Committee, on HB 1145 

CJ Conference Committee 

H-'na Date January 30. 2003 

TaoeNumber SideA SideB 
2 xx 

Committee Clerk SiL .... r;/1,1 - An. , .., ' 
Minutes: 

0-4048 -

Rep. Klein called the meeting to order introduces an amendment on HB 1145, 

Meter# 

Lyu Behm= The sunset clause is a little short for getting this program off the ground. The 

pilot would not be complete by the time this would sunst'!t. 

Rep. Solberg: When would you window start. 

Lyu Helm&: The tint gas sales. 

V1dde Steiner: When would that be. 

Lyu Helms: Mar-April 2004 we could sunset this ',efore the project geb started, lfwe 

ex.tended it we could wait to see the impact. If you waited until the next session we would be 

able to get a better read on the effectiveness in the next legislative session. 

Rep. Klein: This would be before the next legislative session. We will not know anything by 

this, 
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Houae Natural Resources Committee 
BUI/Resolution Number 1145 
Hearing Date January 30. 2003 

Rep. Klebu There is little possibility that there would be a county commission that would opt 

out of this plan anyway. J don't think the people would stand for it, 

Lyau Belmls A project by project proposal would be a nightmare. 

Vickey Stehaeri The Bowman county commissioners would like to know what part of the 

county ia being impacted, 

a.,. 5olbers: There is way more eothusJam for this bill than against it, 

6-ry Prealer: Dwuaed the impact of this bill on the impact fund. This would flt into the 

doftnition. There ll'e not enouah 1bnds to pay for it all. 

Rep. KWa: Can this f\md be prioritized? 

Gary Premer: Tho director determines thls. 

Lyu Behm: We can move money into the fund. 

Clwr Kelllt adjourns the meeting. 
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2003 HOUSB STANDJNO COMMITTEE MINUTES 

BILURESOLUTION NO. 1145 

House Natural Resources Committee 

Cl Conf~ Committee 

Hearing Date January 31. 2003 

TaoeNumber SidoA SideB Meter# 
I xx 2.413-4327 

Committee Clede Si . ... 

Minutes: 

Chair Nellon called the meeting to order. 

Rep. Klein: gave an overview of the subcommittee meeting the day before. 

Rep. Kiehl moved an amendment Rep. DeKrey seconded the motion. 

Rep. Porter: Expressed concern over the expiration clause because they rarely sunst. 

Cbalr Nelton: Expressed suprise over the fact that the counties did not make the case 

concerning tho opt in clause. Both sides of this issue were at the table. 

The motion passed by voice vote. 

Rep. Dekrey moved a Do Pu1 with amendment. Rep. Nottestad seconded the motion. The 

motion carried by a vote of 11-1-2. 

Rep. DeI<rey will carry, 
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REVISION 

Amendment to: HB 1145 

FISCAL NOTE 
Reque•ted by Legtelatlv• Council 

02/11/2003 

1 A. State fiscal effect: Identify the state flaoal efrect and the fiscal effect on agency appropriations compared to 
fundlna levels end a- - --~ --:-:atlons antlcloattd under current law, 

2001-2003 Bltnnlum 2003•2005 Biennium 2005-2007 Bt.nnlum 
General otherFunda General other Funds G1ntral other,und1 
Fund Fund Fund -Rev.nu. ($13,300 ($2,700 

Exs,endltutel $28,00C 
A-- - . .. -

18, Countv. oltv. and aohool ~•trtct ftacal etr.ot: ldentlfv the fiscal effect on the 1 ;..,- DOlltlcal aubdlvlslon. 
2001•2003 Biennium 2003·2005 Biennium 2001-2007 Biennium 

School lohool lchool 
Countlea Cities Dlatrlcte CountlM CltlN Dfatrtct. CountJN Cities Dlltricrt8 

($24,0001 

2. Narrattv.: Identify the aspects of the measure which cause flsoa/ Impact and Include any comments relevant to 
your analysl,. 

,,-.....,. HB 1145 provides a 24-month exemption ftom Gross Production tax for new or recompfeted shallow gas wells, 
,·.,. ) overall, the fiscal lmpaot la an expected reduction In gross production tax revenues totalllng $40,000 for the 2003-05 

.__,, biennium. 

The revised fiscal note la refatlve to a reduction In the e><peoted IT coats for modifying the processing system only. 

3, State fltcal ethct ct.tall: For lnfonnatlon shown under state fiscal effect In 1A, please: 
A. Revenues: Exp/sin the rewnue amounts. Provide detall, when appropriate, for each revenue type snd 

fund affected and any amounts Included In the e,tecutlve budget. 

B. Expenditures: E,tplaln the expenditure amounts. Provide detail, when appropriate, for each agency, fine 
Item, and fund affected and the number of FTE positions affected. 

C, Approprlatlcma: Explain ti» appropriation amounts. Provide dttall, when appropriate, olthe effect on 
the biennial appropriation for each agency and fund affected end any amounts Included In the executive 
budget. Indicate the relationship between the amounts shown for eJtpel'lditures and appropriations. 

Name: Kathryn L. Strombeck Aa•ncv: Tax Dept. 
Phone Number: 328-3402 Date Prepared: 02/11/2003 
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FISCAL NOTE 
Rtqunted by Legl1ldve Councll 

01/0212003 

B111/Resofutlon No,: HB 1146 

1A. State ftecal effect: Identify the state fiscal effeot and tht, fiscal effect on agency appropriation, compared lo 
flJndlna kfvtlls and avuw ...... ;.;.11on, antlcloated undercurrent law. 

2001 .. 2003 Biennium 2003•2005 Biennium 2005-2007 Biennium 
General other Funds General other Funds General otherFunct. 

Fund Fund Fund 
RMIIMIN ($13,300 ($2.700 - -- ($50,000 -
A . . . 
·--· 
~. ~- .......... cltv. and IChool district fltcal effNt: ldtlntlfv ti» llscal c,ffect on tht, a ~·-te oolltlcal subdivision. 

2001-2003 BMnnlum 2003-2005 Biennium 2005-2007 Biennium 
School School School 

CountlN Cltlee Districts Counties ClffM 01,trtct. Coumletl CltlN Dlstrlots 
($24,000l 

2. Nlmltfve: klentily thtl al{»Cts of the measure which cause fiscal Impact and Include any comn»nts ,elevant to 
your analysis, 

(~ HB l 145 provides • 24-month exemption from Orou ~ctfon tax for new or recompleted shallow gas wells. Overall, the 
'~ fi,c;aJ un.-,t i• an e,cpected reduction in gross production tax revenues totaling $40,000 foe the 2003-05 bfennhun, 

3. State flscal effec:t detall: For Information shown under state flsosl efrect In 1A, please: 
A. RevenuN: Explain ttr. nwenue amounts. Provide cletaH, when 11pproprlate, for each revenue type and 

fund afrected and any amounts Included In the executive budget. 

Tbe fiscal note assumes 20 new wells quality for this exemption during the 2003-0S biennium, and 20 reeompletions qualify for 
thi1 exemption. Wells will qualify beginning at different times throughout the biennium, so all 40 wells were assumed to qua Iffy 
for an average of 12 months' exemption in the biennium, computed at historical average production rates and using the cwrcnt gas 
tax rate. 

S. ExpendltuNS: Explain the e>tpendlture amounts. Provide dettit!, when appropriate, for each agency, IIM 
Item, and fund affected and the number of FTE positions affected. 

If enacted. HB 1145 will cause an estimated -$59 ,000 of one-time administrative costs associated with modification to existing 
computer systems to admittistcr the eicemption, 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, ofthe effect on 
the biennial appropriation for each agency and fund affected and any amounts lncludl.KJ In the e)(ecutlve 
budget. Indicate tho relatlonsh/p between the amounts shown for expenditures and appropriations. 

,J-•m_e_: ______ K_at_hry..L-.n_L_S_tr_o_m_bec_k ___ .......,.9;....•_nc_...y_: ___ T_a_x_D_e:...pt_. -----· 

tht 1fcrot1raphfc flll9ff on thf • ffl• 1rt accurate r,prou:ttons of recorda dttfvertd to Modern lnfoN111tlon tvat ... for •terofll•lna and 
were fUMld•tn the rttUl•r cour1e of tufnett. The photoe,raphlc proce11 ... t, et_.,. of the Mtrfcen Hetf ontl Standlrdl Jnttf tut• 
(MIS!) for .archival 111lcrofflM, NOYICE• lf the ffh11td fMtt •vets tios lt0fble than thfe Notice, ft (1 due to the quitlfty of the 
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38099.0102 
Tltte. 

Prepared by the Legislative Council staff for 
Representative F. Klein 

January 28, 2003 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1145 

Page 1, llne 3, after •wells" Insert": and to provide an expiration date" 

Page 1, Hne 16, after "exemption" insert 11by county• and replace "Shallow" with "If approved 
by the board of county commlnloners for production of gas within a county, shallow" 

Page 1, llne 18, replace •the effective date of this Aot" with •June 30, 2003, .. 

Page 1, after fine 21, Insert: 

"SECTION 3. EXPIRATION DATE. This Act Is effective for gas wells 
completed or recompteted through June 30, 2005, and Is thereafter Ineffective: 

Renumber accordingly 

Page No. 1 38099.0102 

·fflt ■fof'Olt'-.hfc t_,.. on thft ffl• art acourat• ~tfone of recordl •lfwrtd to Nodtl'ft lnfo1Wtlon lylt• for llfo"°1flafl"ll MIi 
wtN fft...,.f,. tht ritUl•r O<IUf'H of bua'""'• Th• Flf,otograp,f o proctH ... t, 1tendeNM of the AMtrfcN'I Natfen1l tttndtl'dl Jn1tttutt 
(MIii) for ~rchfval MfcrofflM, NOTJC!t If the fflMd ffllllt..,. ft lfft lttfble than thf• Notfce, ft fl due to th• qltllfty of the 
doct.lwtt btfrtt ff l!Md. 

1:A,r1 M.~~ \~pjo3 
O,,.r•tor11 Sttn1~ Date 
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Date: / / .1//() J 
Roll Call Vote#:/ 

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. )/f'J_, 

House House Natural Resources Committee 

O Check here for Conference Committee 

LegislaUve Council Amendment Number 

Action Taken IJ, flu; .J..0L.L£ _11IJ.!::....,~~.J~,JL-________ _ 

J(l Seconded By J/4/t;,/ Motion Made By --lLJJfl....LJ.tl~'!I-----

Representative, Ye1 No Representatlvet Yet No 
Chainnan Jon 0. Nelson v 
Vice .. Chairman Todd Porter ✓ 
Reo. Byron Clark ,/ 
Reo. Duane DeKrev 1/ 
Reo. David DrovdaJ L~ 
Res,. Lyle Hanson v .... 
Res,, Bob Hunskor l/.., 
Rep, Dennis Johnson v 
Rep. Oeorae Keiser 
Res,. Scott.Kelsh ./J 
Reo. Frank Klein t./ 
Reo. Mike Norland ,/ 
Rep. Darrell Nottcstad ,/ 
Ren. Dorvan Solbera 

Total (Yes) ---UJ f~-·--- No __,_J _______ _ 

Absent 

Floor Assignment Rflit'JLf•_JhttilrlJ(tk.b1---_______________ _ 

If the vote is on an amendment, briefly indicate intent: 

f 

I 
I 
I 

I 
I 
I 

I 
I 
! 
I . 

.J 

' 



r 

L
" 
< 

V 

RIPORT 01' STANDING COMMma (410) 
Ftbruwy a, aooa 1:11 a.m. Module No: HR-20-1487 

C.nter: P. Kllln 
lneert LC: MOlt.0103 Tltle: ,0200 

RIPORT OF STANDING COMMITTII 
HI 1141: Natu,., ANourcee CommlttN (Rep. Nelaon Chairman) recommends 

AIIINDMINTI Al f'OUOWI and when ao amended, recommends DO PA88 
(11 YEAS, 1 NAY, 2 ABSENT AND NOT VOTING). HB 1145 was placed. "" the Sixth order on the calendar. 

Page 1, llne 3, after "wella11 lnaert 11
; and to provide an expiration date• 

Page 1, llne 18, repface ,t,e effective date of this Act• with •June 30, 2003, 11 

Page 1, after llne 21, Insert: 

WCTION 3. EXPIRATION DATE. This Act Is effective for gas wells 
completed or recompleted through June 30, 2007, and Is thereafter Ineffective.• 

Renumber accordingly 

(2) DESK, (3) COMM Page No. 1 
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·2003 HOUSI APP~PltIATXONS 

HD 1145 

The 11f cro,r-..fc fN9ff on thf • f fl111 tr• accurate raprocb:ttons of record& caltwrtd to Modern lnfol'Ntfon sv,t ... for 111fcroffl•tl'II end 
were ff h1td-fn th• rttt1l•r courte of bulfneH, The ph<>totral)ftfc procHt Metta ttenderdl of the Alrlerfcan M1ttonel Stenderdt lhltftutt 
(ANSI) for erchfYal mfcrofflM, NOTlCEI If the fflNd f•o• •v• fl, ... l19fbte then thf• Notfc•, ft ,. due to the qualfty of tht -t bef"I ff I...,, ~ IJ>a M\/C>P& -
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2003 HOUSE STANDING COMMITIBE MINUTES 

BILURBSOLUTION NO. HB 1145 

House Appropriatjons Committee 

CJ Conference Committee 

Hearing Date 02• l l -03 

Ta Number Side A SideB Meter# 
l X 28.7 - 41.1 

Committee Clerk Si :r. 
Minutes: 

Chairman Svedjan Opened HB 1145 for discussion. A quorum was present. 

Rep. Nelton BUI exempts counties from a gross production tax for a period of 4 years. There 

were some concerns for the length of the exemptions. The fiscal impact came from ITD. 

Rep. Svedjan The way I read the fiscal note is looking at a reduction in revenues, but there is an 

increases expenditure which really is not an appropriation. 

Rep. Nelson Yes, there is no state money generated thro1 b taxes in this. 

Chairman Svedjan This $28,000 increase is not an additional appropriation. Will it be 

absorbed by ITO? 

Rep. Nelson I can't answer that question. 

Rep. Skarphol I assume what is required for that $28,000 is to modify the software for the 

ex.emption. There are already some exemptions in state law in regards to oil and gas production. 

This would be a total ex.emption for 4 years. 

'lht ldc,__..,c f_,.. on thf• ffl• are accurate r..-,etfw of rtcordl dtttwred to Modern lnforNtfon l)'lt .. for •fcl'offlttfl'II.., 
Ntl't fftlllW'"f" tM "'-"l•I' OOUf'H of bull nett. Ttlt ~oto,riphfc proctt1 Mttl it ..... of tht Mtrf can Nattonel Standerdl lMUtutt 
(Alftl) for 1rchfwl MlorofllM. NOTJC!: If the ff hied fMP altove ft lett letfblt thtn thft Notfet, ft ft di» to tht queltty of ti-
doctatnt befnt f fllllld. ~ Q l -

1:P? to.~'1))t~ ~ 1cl~lc3 
Operator • Sfgna~ D1tt 
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Page2 
House Appropriations Committee 
Blll/Resolution Number HB 1145 
Hearing Date 02 .. l l-03 

Chairman Svedjan This falls below the threshold for the Appropriations Committee to look at 

it. We don't need to see this. 

Rep. Nelson Today is the flrst day that I have seen the revised fiscal note. 

Rep. Monson If we don't need to see this, then we should kick it out of here with no 

recommendation. 

Rep. Wald Some of the comments I've heard back home, as I understand, a 24 month reduction 

in the tax. these wells have a short Ufe span. If we put a 24 month exemption on here, that ls the 

major production for some of these smaller weJJs. 

Rep. Nelson This is experimental drilling going on in the Amadon area. A 2 year exemption 

wasn't long enough from the industry standpoint. A lot of water comes out of the well first with 

coal bed methane driUing. That is when a lot of the gas builds up in the veins, Wyoming 

expanded methane production like this. This is a responsible bill and policy. 

· Rep. Wald The gas can't be trucked, you need lines. Oas lines can't be taxed. 

Chairman Svedjan How are expenditures handled? 

Jim Smith The agency affected would have to ask for additional spending. 

Rep. Skarphol There won't be an adjustment for the 03-05 biennium because the pumping out 

of water lasts about 2 years on average, This software change wouldn't have to happen until 

after the 03-0S biennium. 

Rep. Monson I move a Do Pass. 2nd by Rep. Wald Motion carries on a voice vote. Rep. 

Frank Klein will carry this bill. 

1'hl ~ct~,......,.,..,'!"'!..,.. on thf• fft• art tccuratt r~tfone of rtcordl •ttwrtd to Nodtrtt lnfoiwtlon Sytt• for atcroffl•h11 and 
...,.. -· ,. - ,_,l•r COUftt of butfntH, Th• .,t,otoorlphfc proct .. MHt11 ,t_.l'dt of the AMtrtcan N•tfcntl StencMN:11 tn.titut• 
~•!_!_ for •rchfvat Mlorof BM. NOT1cr, If th• fflMd fMOt ~ f • l•H lt0fbl1 thM thf I Notte• ft fl dut te> th• ,.. .. likl of ti.. -t btlnt ff lNd. ' .,- .. , 
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REPORT OF STANDING COIIMmEE (410) 
February 11, 2003 12:00 p.m. 

Module No: HR-21-2211 
Carrier: F. Kleln 

lnNt't LC: • TIU.: -

REPORT OP STANDING , •MMITTEE 
HB 1141, u •norotMCI: Appropriation, Committee (AtD, Svtd)ln, Chairman) 

recommends DO PA88 . (2S YEAS, 0 NAYS, 0 ABSSNT AND NOT VOTING). 
Engrotsed HB 1145 was placed on the Eleventh order on the calendar, 

(2) Ol:SI<, (3) COMM Page No. 1 HR-28-2259 
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_2003 SBNATt PINANCB AND TAXATION 

BB 1145 

The •f cr09rap,fc flMttl on thf• ffl• art accurate reprocb:tfont of recordl CMlfvered to Modern rnforNtf«t tvat• for •f croftl•fnt and 
wra ittllltd fn th• r-.,ler course t>f butfnttt. Yhe p,otc,orephfc pr~"• tllHtt 1tandtrct. of the Allltrf can Natfonel St&nderdl lnttf tutt 
(ANSI) for •• ~~fval M1crofilM. NOflCE1 If the fftNd f•o• ~ts, ... legible than thf• Notice, ft •• due to the quality of the 

-• betna flllMd, ~ ~ Ua ~ 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HBl 145 

Senate Finance and Taxation Committee 

□ Conference Committee 

Hearing Date March 4, 2003 

Number Side A SideB Meter# 
1 X 3115-end 
l X 1-1790 
2 X 1-SSO 

Committee Clerk Si 

Minutes: 
.. -~....,.__ 

.1 ) Chairman, Senator Urlacher opened the hearing on HBl 145. A quonnn is present. This bill 
. ~- .. ,.,,/ 

relates to a temporary exemption for the sross production tax for gas produced from shallow gas 

wells. 

Bill Goetz, Chief of Staff', Governor's Office (mtr#3180) - Testified i.rJ support ofHBt 145. 

Explained the intent of the bill. This bill is a result ofa periodic review of the state energy 

policy. HB l l 45 addresses the tax policy for shallow gas wells in the state, Tax. policy is used to 

encourage gas well production. Urges the oommittee's support. 

Lynn Helms, Director Industrial Commissio11t Oil and OM Division (mtr #3596) .. Testified in 

support ofHBl 145. Addressed the methane economy and the shallow gas potential in ND. 

Written testimony is attached. 

oper1tor•11tptur1 · 
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Senate Fhwlco and Taxation Committee I 
BUI/Resolution Number HB114S I 

! 

/~ Hearing Dato March 4. 2003 

Ed Murphy, North Dakota Geological Survey (mtr #4080) - Testified in support of HB 1145, 

Provided background infonnation on the coalbed methane potential of the Williston Basin, 

Written testimony is attached. 

Senator Urlacher (mtr #4625) • Question regarding the number of new wells needed to get a 

handle on production. 

Mr. Mwphy • Not just the number of we1Js, but also the spacing. Proposed pilot project that 

looks at thirteen producing wells in one section. Need to get wells closely spaced, 

Senator Urlacher (mtr #4701)- Question regarding the procedure/requirement for hole plugging, 

Mr. Murphy (mtr #4716) .. Deferred to Mr. Helms to answer that question. 

Senator Urlachcr (mtr #4 739) - Question regarding keeping a log when drilling a well. 

_,-.....,\ Mr. Murphy .. Wilt defer to Mr. Helms. 
i 

_,,, 

Mr. Helms (mtr #4810) - Resumed testimony on page two of written testimony with additional I 
infonnation on shallow gas wells in ND. Feels this is an important piece of legislation, In I 

respo&o to question on how wells are drilled alld plua,ed. they would be treated a.s oil wells are 

ttealted. 

Senator Nichols. (mtr #5502) - Question regarding the type of delivery system. 

Mr. Helms (mtr #5525) .. Natural gas is problematic from the delivery stand point. Requites a 

pipeline infrastructure and treating in order to be marketable. The natural gas that we are talking 

about is quite different than the natural gas that comes out of the oil we11s. Gave detailed 

infonnation on the differences between oil well gas and coal bed natural gas and what is needed 
~ 
1 

:\ 
to move the product to market. 

.~ 
;l 
l' 
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Senator Nichols (mtr #5906) • Questioned if natural gas is imported by the United States, it 
\IJ 
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Serwte Finance and Taxation Committee 
Dill/Resolution Nwnber HB l 145 

") Hearing Date March 4. 2003 

Mr. Helms (mtr #5945) .. Oave numbers detailing tho amount of au produced in the U.S,(85%), 

the amount imported from abroad (1%) and the amount imported from Canada (14%), 

Senator Tollefson (mtr #) • Question regarding the thickness of the base. 

Tape l, Side B 

Mt. Murphy (mtr #1) - Answered the question from Senator Tollefson regarding the thickness of 

the base. 

Senator Urlacher (mtr #89) .. Question regarding the old oil wells. Is infonnation available from 

old oil wells if they have run into coal? 

Mr. Helms (mtr #107) • Prltjr to year 2000, rules did not require a log to be nm to the surface. A 

lot of information was missed. Rule implemented in 2000 that required a log to be run all tho 

way to the surface on all oil wells drilled. 

Senator Urlacher (mtr #190) - Question regarding the oit wells and availability of verifiable 

information from those wells. 

Mr. Helms (mtr #213) - Pilot program proposes taking some wells significantly deeper. 

Ron Ness, ND Petroleum Council (mtr #260) .. Testified in support of HB114S. Oas wells are 

much cheaper to drill and operate than oil wells and the economics are better and not as volatile. 

Referenced charts included in written testimony. Written testimony is attached. Also introduced 

council members that would be able to answer questions asked on the previous bill. 

Loren Kopseng. OWner, Missouri River Royality (mtr #498) .. Testified in support of HBl 145. 

Is a businessman that markets natW'al gas. Talked about the marketing, use, and fees associated 

with natural gas. It is very conceivable that shallow gas is in North Dakota. This bill would send 

a positive message to natural gas producers, that North Dakota is a supporter. Urges a do pass, 
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Senate Finance and Taxation Committee 
BUI/Resolution Number HB t 145 

~ Hearing Date March 4. 2003 

Vicky Steiner, ND Association of OU and Oas Producing Counties (mtr #1270)- ls neutral on the 

bill Found that the membership counties are split in their support of shallow gas. Does support 

the sunset in the bitl so that it can be reevaluated. Also support the economic development this 

would bring to the counties. 

Senator Wardner (mtr #1S31) • Gave an observation, that he feels methane production is 

different from oil production, Not sure that methane would be explored without an incentive, 

Senator Seymour (mtr #1580) .. Worried about the lose of revenue to counties, what is that 

impact? 

Ms. Steiner (mtr #1608) .. Explained the financial impact to the county when drilling talces place 

in a county. 

Vice Chainnan, Senator Wardner (mtr #1790) - Oiven no further testimony. closed the hearing 

onHB114S. 

Tape 2, Side A 

Senator Urlaoher opened the discussion on HBl 145 which relates to a temporary tax exemption 

for gas produced from shallow gas wells. Seems that we have to test to see what we have before 

we can gain. The potential is great, the direction is there. Feels this is a positive move. 

Senator Wardner (mtr #70) .. The fiscal note asswnes there will be wells drilled. 

Senator Syverson (mtr #89) .. We heard discussion today about new fossil fuel plants in the state. 

One plant will not be built as it was built ne&t the twin cities and is burning gns. Environmental 

pressures are demanding gas burning. This bill is a tool. 
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Senate Finance and Taxation Comtnittee 
BUI/Ros<llution Numbor HB 1145 
Hearing Date March 4, 2003 

Senator Urlacher (mtr #188) • Wyoming has had some success with these wells, lfwe start small 

can deal with environmental impact, We have to move foiward. 

Senator Nichols (mtr #247) .. There is a sunset in the bUl. This makes sense. 

Senator Wardner moves a Do Pass, Second by Senator Syverson, 

General discussion followed by all Senators on how this bill would effect the counties. 

Roll call vote 6 yea; 0 nay, 0 absent, Cattier is Senator Wardner, 
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Date:~,\...\ ►~~)0~ 
Roll Call Vote #: \ 

2003 SENATE STANDING COJ\il\11TTEE ROLL CALL VOTES 
BILL/RESOLUTION NO.~"\~\.\'-\ c:::.) 

Senate Finance and Taxation Committee 

0 Check here for Conference Committee 

u,gislative Council Amendment Number 

Action Taken 

Motion Made By 

_,,., 

Senaton 
Senator Urlacher .. Chabman ....... 

Senator Wardner - Vice Chajrman ..... 
Senator Svverson 
Senator ToJlefson -

Yn 
N 
'-..I 

'~ 
'.j 

No Senaton Yn No 
Senator Nichols r---_) 

Senator Sevmour N 

Total (Yes) ---~...;;;;::_ ____ No-~~,_._ _______ _ 

Absent -----------------------
Floor Assignment ~ .\\ >~!>\th-"' 

If the vote is on an amendment, briefly indf cate intent: 
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REPORT OP STANDING COMMl'M'IE (410) 
Maroh 4, 2003 4:23 p.m. Module No: 8fl..3Nt08 

Carrier: Wardner 
lnNrt LC:. Tltle: I 

RIPORT 01' STANDtNG COMMITTII 
HB 1148, N engroa"d; Finance ■nd T■x■tlon Commffllt 1c: Urlllllher, Ch■ll'IIIIIII) 

recommends DO PASS and BE Al!fll!FIARl!D to the prllltlone CommfltN 
(6 YEAS, 0 NAYS, 0 ABSENT ANO NOT VOTING), ngroased HB 1145 was 
rereferred to the Appropriation, Committee, 

(2) t>ESI<, (3) COMM Page No. 1 
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were fflNd fn the reoul•r course of but1ntH, The t)hoto0raphf c proct'!ss meeta etendardt of the Amerlc•n Natf onal Standarde lnstf tut• 
(ANSt) for erchtvel ll'lforo1fl111. NOTICS1 If the filmed f11119e ab.ove fa lets legible than this Notlc~, it ts due to the quality of the 
dacunont belna fllNd, _.IJ. ~ ,-Lb,.s. M,,/C\06 'b~ 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO, HB l 14S & Vote 

Senate Appropriations Committee 

□ Conference Committee ,, 
Hearing Date 3-7..03 

-- Tape Number Side A SideB 
l X 0-691 -

,, 

, ..... , ....... ~ 

~~ ommittee Clerk Signature ~&~DA<>t~'-

Meter# 

,_ 

~.iinutes: CHAIRMAN HOLMBERO opened the hearing to HB 1145. Attendance was calted, a 

quorum was established, A bUI relating to temporary exemption from the gross production tax 

for gas produced from gas wells. 

(Meter 125) BOB HARMS, Oovemor's office: Introduced this at the governor's requesting to 

promote energy industry. 

(Meter 218) CHAIRMAN HOLMnrn,~ .J commented about the interesting history of this bill. It 

was first heard in the Homie Natural Resources committee and referred to the House 

Appropriations, then to the Senate Finance and Tax committee. then to the Senate 

Appropriations. 

(Meter 270) RON NESS, NDPC testified he is in support of this bill. 

(Meter 299) SENATOR BOWMAN asked Ron if the appropriation to the counties lose money, 

where is this revenue going to be replaced from'? 
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Page2 
Senate Appropriatiom, Committee 
Bill/Resolution Number HB 1145 
Hearing Date 3-7--03 

(Meter 333) RON NESS replied that the revenue loses will be replaced by the State Land fund 

and Bowman county ls already going to max out on oU and gas ta,u.,s. 

(Meter 453) SENATOR TALLACKSON asked with the price of gas, why does there need to be 

an exemption? (Meter 473) RON NESS replied that the shallow natural gas pricing Is different. 

Piped gas is very costly because of the interstructure of having to pipe the gas not truck it. So the 

cost per pipeline feet is ex.J)C.'nsive, 

(Meter 636) SEN ATOR BOWMAN as if the gas leases arc the same as mineral right leases and 

RON NESS replied yes, 

(Meter 651) SENATOR BOWMAN moved a DO PASS and SENATOR THANE seconded it. 

The bill passed with a vote of 13 yeas, 0 nays and 1 absent. The Finance and Tax Department, 

Senator Wardner will carry. 

CHAIRMAN HOLMBERG closed the hearing on HB 1145, 

Optrator'b 11gn1turt Datt 
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Roll Call Vote #: / 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BlLI.JRESOLUTION NO. //If 5 

Senate Appropriations 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken ])o 'fA:SS 

MotionMadeBy .. ~(J,-,""\ _,_ Seconded By '711:IUU-' 
Senators 

Senator Holmberg, Chairman 
Senator Bowman. Vice Chair 
Senator Grindben.?, Vice Chair 
Senator Andrist 
Senator Christmann 
Senator Kilzer 
Senator Krauter 
Senator Krin2stad 
Senator Lindaas 
Senator Mathern 
Senator Robinson 
Senator SchobinS?er 
Senator Ttl:llackson 
Senator Thane 

Total 

Absent 

(Yes) 

Floor Assignment 

Yes No 
v 
v 

V r 
✓ 

I 

J 

v 
✓ 
✓ 

✓ 

✓ 

✓/ 
v 

If the vote is on an amendment, briefly indicate intent: 

Senators 

Committee 

Yes No 
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REPORT OF STANDING COMMITTEE (410) 
Maroh 11, 2003 8:54 1.m. 

REPORT OF STANDING COMMITTEE 

Module No: SR-43-4420 
Carrier: Wardner 

lnNrt LO: • Tltle: • 

HB 1145, •• engrollld: Aoorc,prl1tlon1 ConwlttN (Sen. Holmberg Chairman) 
recommends DO PASI. (13 YEAS. 0 NAYS, 1 ABSENT AND NOT VOTING), 
Engrossed HB 1145 wne ~laced on the Fourteenth order on the calendar, 

(2) 01:SI<, (3) COMM Page No. 1 SR•43•4420 
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CITY OP 11/il/i;Jf:<m 
January is. 2003 

Houae Natural Resources Committee 
State Capitol 
Bismarck ND SSSOS 

RB: HB 1145 

Dear Committee Memben: 

POST OFFIOE BOX 1309 
WILLtSTON, NORTH DAKOTA 08802•1309 

PHONE (1011 677•8100 
FA)( (701 &77.aaao 
TD0(800 aee-eel8 

(State AtJay) 

NORTH DAKOTA 

The City of Williston supports the Governor's proposal to create greater coal bed methane 
production, but has concerns about using the S¾ gross production tax as the funding mechanism. 
Our understanding is that the 5% gross production tax has never been exempted to support futun, 
development. We hope you can find ways to support additional development of our natural resources 
without asking local entities to waive their normal revenue sources as House Bill No. 1145 is doing. 

Sincerely, 

S. Ward Koeser 
President 
Board of City Commissioners 
City of Williston 
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Hou.e Bf.ll No, 1145 

Tetti(t11ony of Lyan Heblll, Director, N.D. L C. Oil Ii Gu Dlvutoa, 
Before the House Natural Resources CommlttM 

January 16, 2003 

Bob Hanns from the Governor's office is not able to be here today, He plans to follow 
up, hopefully tomorrow, with the Governor's objectives for this bill. 

:Mr. Ed Murphy of the North Dakota Geological Survey and I have been asked to share 
infonnation with you about potential for shallow natural gas development in North 
Dakota and to be available to answer your questions. 

THECOMINGMETIIANt.:ECONOMY 

Energy economists predict that United States consumption of natural gas will increase 
20% by 200S and SO% by 201S. Methane is becoming the fuel of choice for several 
reasons: 

1) It produces very few emissions when burned. 
2) Unlike oil, US and Canadian production is equal to 99% of our consumption. 
3) USOS has identified tremendous potential reserves in Alaska, along the Rocky 

Mountains, and in hydrates, 

North Dakota can and should be a part of this new economy, but we are perceived by 
industry as an oil basin. This bill is just part of an effort to attract inves trnent to our state. 
Other parts should include pilot or demonstration projects, geological studies and 
publications, transportation and gathering studies, and perhaps an oil and gas research 
council. 
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SHALLOW GAS POTENTIAL IN NORTH DAKOTA 

The main Canadian shallow gas reservoirs are in the Milk River, Medicine Hat, and 
Second White Specks which l ,rrelate with the Eagle, Niobrara, and Greenhorn, 
Cretaceous rocks in the North Dakota portion of the Williston Basin, 

The Niobrara Formation is a potential source rock and reservoir for shallow biogenic gas 
in the Williston Basin. In contrast with production from elastic units of the western 
\ViUiston basin (Divide), the best Niobrara potentials are thought to be low permeability 
chalks in the central and eastern parts of the basin (Barnes. Benson, Cavalier, Dickey, 
Eddy, Emmons, Foster, K1dder, Griggs, Lawoure, Pierce, Ramsey, Rolette, 
Stutsman, Towner, Wells), 

Past production areas (Bottineau, Lamoure, and Renville) share common attributes that 
al'C! baUmarks of a new play concept: 

1. Shallow depths generally (2000•.3000•) on the basin margin. 
2. Historic production at the turn of the century, 
3. Structural traps that include local folds and regional fracture systems. 
4. Association with ground water flow systems. 

Canadian reserves are approximately 3.5 BCF/sq mile of gas in place. 

Montana reserves on the northwestern margin (Bowdoin Dome) where extensi11e 
development bas resulted are in the range oftrilllons of cubic feet. On the southwestern 
margin (Bowman), more limited development of local sweet spots has confirmed the 
resource (Cedar Creek and Little Missouri Fields), but reserves appear to be not as large. 

North Dakota reserves on the eastern margin are undeveloped and only recently has there 
been any interest using modern technology. For basin marpn 1as production around 
the Williston Bulat gas in place estimates are around 1 .. 2 BCF/sq mile. 

It is important to note that producing shallow gas reservoirs in the Williston Basin are 
generally associated with structure that may have been affected by regional fracturing. 
This is particularly true of the shallow gas reservoirs in the northwest and the southwest 
portions of the Williston Basin. The eastern part or the basin does not e:dlibit these 
same structural features and therefore the reservoirs may be fl. combination of 
stratigraphic and subtle post .. depositional structure, enhanced by regional fracturing. In 
addition, thennogenic gas from deeper formations could have migrated into shallow 
stratigraphic traps ( <S,000 feet) in the areas of eastern North Dakota where these 
fonnations sub crop. Stratigraphic traps are significantly more difficult to fmd than 
structural traps. 
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SHALLOW GAS REFERENCES 
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Basin Margin Is Worthy Target In Williston Basin, 2000, O.W. Shurr, Oil & Oas Journal, 
v,98, no.9, p 71-74. Discusses the production and potential of shallow gas along the 
northwestern (Bowdoin Dome), southwestern (Cedar Creek and Little Missouri fields), 
and eastern (Souris River area) margins of the Williston Basin, Other analog basin 
margin plays are the Denver Bas, 111 low relief closures in northeastern Colorado, 
southwestern Nebraska, and northwestern Kansas. The Williston basin is under-explored 
for natural gas, and some of the best potentia~ is along the shallow margins of the basin. 

Shallow Oas Play Around The Margins Of The Williston Basin, 1998, Shurr, G.W., 
Christopher, C.F. Gilboy, D.F. Paterson, and S.L. Bend, eds, Eighth International 
Williston Basin Symposium, Saskatchewan Geological Society S~ial publication 13, p. 
129-139. Discusses the economic accumulations of shallow biogenic gas found in 
Cretaceous rooks around the margins of the Williston Basin. On the western margin; 
large gas fields were discovered near the tum of the century and exploitation continues 
today. Around the eastern margin (LaMoure County and Souris RJver area), historic 
production used for local consumption has ended. On the southwestern margin, a cluster 
of small fields has been developed in the 1970's. 

Geologic Setting And Potential For Natural Gas In The Niobrara Formation (Upper 
Cretaceous) of the Williston Basin, 1987, D.D. Rice, and G.W. Shurr. Williston Bas~ 
Exploration Model for a Cratonic Petroleum Province: Rocky Mountain Association of 
Geologists Symposium. p. 24S-2S1. The Niobrara Formation has the potential for 
generation and accUD1ulation of shallow biogenic gas in the central and western Williston 
Basin. Chalks within the Niobrara in eastern North Dakota were deposited on carbonate 
ramps sloping westward off the eastern platform of the Western Interior Seaway. 

Natural Gas In North Daleo~ 1968, in Natural Gases of North America Pt. 3, Natural 
Oases in Rocks of Paleo:z:oic Aget American Association of Petroleum Geologists, 
Memoir 9, v.2, p.1304 .. 1326. Two gas fields in the southwestern comer of the state 
produce dry gas from Cretaceous sandstones. The LaMoure County and Souris River 
areas produce noncommercial quantities of gas from Cretaceous and 1'ertiary strata 

') ,\'' ' . 

c·· 
(' .', 

, ; 1•, ,' l,•tl".,,l\:·.~~~\}:~·~,.;.'~~" ... ~•-U•--l...l,l ..... , .... "'·. ·-· ,.,-._, __ ~~ ,.,.-~,, .,, ,,..... , ....... , h,,.." . -··· 

j 
' .I 
I 

i 
.1 
' x 

J 

I 
' j 
' ' 
.l 
J 
! 

I 
i 
I 
I 
i 
I 
i , 

Tht Mfl\rotraP.flfc fNfH on thf• fflM 1r• aecurat• rlpt'fdJCttona of rtcordl dllfwrtd to Modern Jnfol'MtfOft ---•• M .-•.-ofll!lfN • u 
.,.,.. ftlMd·f" tht tttUl•r ccurae of buafnen, The phot09raphtc proctt• IIHtl atlt'ldel"dt of th• Allltrfcan Natfwt ff~ IMtftuct I 
(ANSI) for ard!ivet 111tcrofflM, kOTIClt If the ftlMd ... ,. atto,Vt fl lffl leotble then thfl Not(ct, ft ft dut to tht qUllttv M tht . f" 
~t Mina ff llMd. a \v-,.. ' ' I .. 

:l:Aa &X\A~~ \6\~c;a :. · 
Operator'• lftntturt bate 

I 

...., 



r 

L 

.... ~ .... 

r 
North Dakota Geological Su~ey 

INDUSTRIAL COMMISSION 

John P • .._.., 11ait Gtofoglat 

John Hotwn • Govern04', Chairman 
wavne Sttne~m .. Attorney Gentral 

Roger Johnton • Cornmlnk>ne, of Agrlcutture 

TESTIMONY BEFORE THE BOUSE NATURAL RESOURCES COMMl1TEE 
Boue BUI No. 1145 
January 16, 2003 

Chairman Nelson and members of the Natmal Resources Committee, my name is Ed Mwphy 
with the North Dakota Geological Survey and I am here to provide background information on the 
coalbed methane potential of the Williston Basin for House Bill 114S. 

• The President•• National Energy PoUcy Plan estimate., that over the next 20 yas natural ps consumption 
in the U.S. will fncreuc S00/4, &om 20 to 31 trillion cubic feet. 

• In 2000, c:oalbed methane ( 1.4 Tcf) ICCOUlltcd for 7.S o/, of domestic natural gu production. 

• 

• 

• 

The North Dakota portion of'the Williston Basin contabts approximately 351 billiog tons oflipite, 

North Dakota conta1m 25.1 bllUoq tom of economblly recovenblti lfanlte, enougti to tut 834 years at the 
current tide of mJning (30 million tons per year), 

Coal is found at depths down to 2,000 feet in western North Dakota. 

• To be potartially mineable, ligrtlte must~ within ISO (or 170) feet of the surface. 

• Llgnkes that are potential sources of coalbed methane are thought to occur more than 200 feet below the 
surface. 

• Five ~ have drilled 11 ooa1bed methane test wells in North Dakota (Williams. McKenzie, Billln8s. 

• 

• 

• 

Slope, and Mercer counties). 

No attemPt has yet been made to produc:e coa1bed methane ht North Dakota. c.ister tests have been run on 
cores and euttinp but the results of only OM test have been made pubUo IDd those results \Wire 
dlsappolnting!y Jow ( 1.38 cubic feet of methane per ton of lignite). Canister tests are consistemly lower than 
the actual volut.11e of ps in the rosen'Oir and are often multiplied by factors such u 20, 30, or 40 to obtain 
a more realistic number. Actual methane contents in other basins range &om 20 to more than 60() cubic feet 
of gas per too of c.•. 
Most places in wem'1t North Dakota are underlain by about two dozen beds of coal . 

Most coals in North D.ucota are less than three feet thick. Coals more than 20 feet thick are \UlCOD1l110ll - only 
12 cowities contain beds of coal that thick. 

• The thickest coal in North Dakota is the Harmon bed which Is 53 feet diick in southern McKenzie County, 

• OroWtdwater chemistry In the Fort Union Oroup in North Dakota is variable and likely is ofless quality than 
the water discharged at the surtilce in the Powder River Ba,in of Wyoming. 

600 East Boulevard Avenue ♦ Bismarck, North Dakota 68505-0840 ♦ Phone (701) 328w8000 + Fa>< (701) 328w8010 
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The shallow gas zone is that part of the geologic column in gray or green, or 
that part in blue that is at a depth of less that 5000 feet, from which gas may be 
produced. The Fort Union Group (in dark green) contains coal, 
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THE STRIPPABLE LIGNITE DEPOSITS OF NORTH DAKOTA 
North Dakota Geological Survey 

Mlscollaneous Map 34 
2001 

Strippable cx,al deposits are brown Major mined areas are green 

Economic Criteria for Strippable Lignite: 
1) Coals are more than 20 feet, but less than 150 feet, below the surfac.e (companies have mined to 170 feet). 
2) A 10 foot minimum coal thickness occurring i.n no more than two beds. 
3) A 2.S foot minimum coal thickness in an individuw bed, 
4) A stripping ratio of no more than 1 O: l . 
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THE HARMON COAL IN WESTERN NORTH DAKOTA 
North Dakota Geological Survey 

Miscc,Uaneous Map 35 
2002 
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THICK Cat.LS IN NORTH DAKOTA 
Ugnlt• More Thin 20 Fllt 'Rllctc 

■ Harmon Coal ■ Other Coals 

North Dakota Coalbed Methane Potential 
ID Bed• Greater na■ ZO Feet Th&ek 

The Harmon Bed i1 20 feet thick or more over an area of about 11 townships or 4 l ◄,720 acrn, 
The avera,e thickness throughout this area Is about 25 feet.., 414,720 x 25 feet• 10,361,000 acre/feet. 
10,368,000 acre/feet x 1,750 tons per acre foot.,. 18,144,000,000 ton• of CJ01111I 
11,144,000,000 x •20 cubic /111 o/ m,thaM ptr ton= ue.1.u, ....... e■Me feet ot· ....... 

OtllerC•II 
All of the other coals (T Cross, Irr Butte, Lehigh, Alkabo, Coteau) occupy an area ohbout 3 townships or 
,2.12oacr.,. 
The avenae thtckneu throughout thi• area fa about 21 feet= 1,-451,520 acre/feet 
1,451.520 ~feet x 1,750 tons per acre foot.., 2,540,160,000 tons of coal 
2,540.160,000 tons of coal x •20 cubic/tel o/methant ptr toi: = ••.itt.• e•blc feet ot■etlaa■e 

Teal of All Bedl Ovtr 20 feet T•lek 
Total cbm potential of North Dakota Ugnites greater than 20 feet thick = 

410,947,200,000 cubic feet of methane 
411 bHHo• cuble feet of methane 

North Dakota presently markets 4.8 bcf/month = 57.6 bcf1year 
Estimated cbm in 20-foot thick Hgnites would equal l..Y.Yn of current marketed production In ND. 

• We do not have a basis fot this volume at this time, It was chosen because It may be the eronomlc threshold. 

Notth oooe. Oeolosbl survey 
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• i ' I, • Coalbed Metb1ae and Water Dl1po1al Well Placement 
Proposed North Dakota Project in Slope County 

r')c Land Section (ono aquaro mUo) 

•cbmWell 
o Water Disposal 
-. Joint chm/disposal 

~ Sandstone • Claystone / Mudstone ~ Lignite 

Proposed Nort• Dakota Projeet 

Bacb well wm probably produce about I 0,000 gallons of water per day 
The average Powder RJver Basfn cbm well produces 12 gallons per 
minute or 17,000 gallons per day. 

l 0,000 gallons/day = 3,650,000 gallons per well per year 

13 wt:lls would produce =- I 30t000 gallons/day for field 
~ 47,450,000 gallons per year for the field 
"" 146 acre--feet of water per year for the field 

PRODUCED WATER FROM CBM OPERATION& 

115000 
.._,. 

)10000 
1 
~ 5000 

J 
Powder RiverWJlllston · Plceance · 

Basins 
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House Natural Resource Committee 
Rep, Jon O. Nelson, Chairman 

COUNTY AUDITOlla 
JANITUIHNI 

POIIOX4N 

IIOMIMNDIMII 

""'"' LINMMAIITIN 

The Bowman County Commiuionera would like to thank you for this opportunity to 
comment on House Bill 1 t 45 concerning the temporary exemption of gross production 
for gas for shallow well,. Bowman County has always tried to work with the oil and gas 
companies that have explored in our County, We have been fair when it comes to things 
sueh as load limits, road maintenance, pennitR and fees. In return for this cooperation. we 
expect to receive the proper share of gross production tax. 

Our experience has also been that the greatest time of need for these tax monies is during 
the exploration phase of a wrtl or field. With that being said, the County is several 
months away from when the well is drilled and the Treasurer receives any money, Also 
production dccreasea in the first two years, which means a two-year exomption 
proportionally affects the tax receipts. 

We welcome energy exploration and production in Bowman County, but we feel it is a 
partnership. We work with companies, be it roads or pennits. In return, we expect the 
energy industry to do their fair share and pay their taxes that we need to help maintain 
roads, etc. 

Because of these reasons, we urge you to give this bill a "Do Not Pass'\ Thank you for 
your time, 

Bowman County Commission 
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Opera tor's Signature Date 



The mlcrographfc Jl!'lages on this film are accurate reproductions of records delivered to Modern rnformatlon systoms for microfilming and 
were f fl med f n tho regul 1'r course of bus lness. The photogrophf c process meots standards of the Amer f crm Natf, ,,,at Standards Inst I ture 
(ANSI) for archival mfcrofftm, NOTICE: If the filmed Image ab,ove Is less legible than this Notice, It fa due to the quality of the 
doci.rnent being fll!Md, 

Oparotor 1s SfgnGture 0Ate 



Tho mlcrogrnphle images on this film are oceurate reproductions of records delfvored to Modern lnformotlon systems for microfilming and 
waro filmed In the regt1l1Jr course of buslMss, Tho photographic proco!l!l moots et11ndords of the Arnrnfc1m Notlonol Standards Institute 
(ANSI) for nrchlvol microfilm, NOTICE: If thg filmed Imago ob.ovo 1!1 lt'ss legible than thi'l N11tlco, It i11 duo to tho q11olfty ol tho 
docLrnont b<>lng fflmod, 



Thi> mlcrogrnphle fmngos on thla flln1 oro accurate r~produetloM o1 roeord!\ delfvorod to Modl"!rn l11formntlon Sy11t~l~ for mferofllmfng nr.d 
w4'rc filmed In th~ rl'!gt1!,1r eour110 of buslM!rn, thC! photogrnphfc prl'loos!l mcots stondord11 of tho Aii,cr!c:o1' Nnt!Mol Stondnrds IMtltuto 
(ANSI) for• orehlv11l microfilm, NOTICF.: If tho fllm!Xf lntngo nb,ovf.' I!! l1rns loglblo tho" thi!\ Notfco, It lt1 duo to tho quollty of tho 
domno11t ba I r,g ! 11 mod, 



tho ml erog mph I, I,,..,. on th I, film oro occurot • roproduct I ono of rocord, do 11 vorod to Modorn I nformo t I on ~Y• "'" for ml erolfl ml ng ,nd 
ware 1 llm"d l M the rti1111l ,1r cour·!IO of bus I M!l!l, fho photogrnph I e 1,r•occsti mcot s st nndord!l o1 tho Am!'!r ( en11 Nut! OM l Stt1nd11rtls I n1it !tuto 
(ANSI) fol' 11rchivnl rnicrof I lm, N01 W:l If the f I lm<id lmogo nb.ovv I !l loss (ogiblo thni, thl fl Not Ice I It l !l due to tho (JUnl 1 ty of tho 

dow,cmt ba f 1111 f ! l t11<'!d, 
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The mfcrographfc f1n1ges on thfl fftm are accurat• reproductlOl'I& of record• dttivered to Modtrl"I lnformatton syate1111 for rnfcrofHrnfno and 
were filmed fn the rtaul~r eourse of buafnt&B, the photographic pr0¢tes Mteta atandards of the American Natfonal standard• Institute 
(ANSI) for archival MfcrofflM, NOflCE1 lf the filmed f1111ge ab,ove Is lees legfble than this Notfct, ft Is u to the quality of the 
doc1.111ent bef Mg ff ln-.ed, __ r~ 
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The mlcrographfc fmages on this film are aceurat• reproductions of records delivered to Modern lnforrnatJon syateMS for mferofllmfno end 
were filmed In the reout~r course of busfness, The photooraphfe process meets standards of the American National Stal'ldards lnatltute 
(ANSI) for archfval microfilm, NorteE: If the fflmed Image ab:ove IA leas legible than this Notfoe, It f9 due to tho quality of the 
docunent being lflmed, -·),. 

..-U"' .~-~,.:·<_.~~ ~\J~(d Y ·) 1~()Jc)3 __ 
Of)(lrator 1 11 Sfgnat1Jre Oate 



The mfcrcgraphfc fmagea on this fflM are accurate reprock.~ttonB of records delivered to Modern Information Systems for mlcrofflmint and 
were filmed fn the regul4r course of buefMas. The photographic process meets standards of the AMerfcan National Standards Institute 
(ANS1) fer archival mfcrofflm, NOTltE1 If the filmed Image ab;ove ta leas legible than this Notice, ft fs due to the quality of the 
doe~nt b<lf ng ff lmed, 



The micrograph! c h111ge11 on thf a film are accurate reproduetfoniJ of recorda delivered to Modfrn Information Systems for mferof !lmlng end 
were filmed fn the regul~r course of bualnea&, The photographlo process Meets standards of the American National Standards tnstftute 
(ANSI) for archival microfilm, HOTICE1 If the filmed fn,age ab,ove la less legible than thfa Notfce, It 111 due to the quality of the 
docLJnent being ff lmed, ··), 

. i"~L\ j>wY'>4'.\~-~~~\J);0.i ... v ·') k:>{,2:k)~ 
Operator 1R Sl9nature Date 
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rho m!crographfc images on this film nrc accurate roproductfon» of rocords dotlvorod to Modorn lnfornuitlon Sy~tC/119 for mfcrofllm!ng and 
wore filmed In tho r.:ig11l-1r COllrsc of bu!JIMAs, Tho photographic procos!l mci,ts stttncford~ of tht- Amortec,•1 NotloMI StMdnrds ln,;tltuta 
(ANSI) for nrchfvol tnlcrofllrrt, NOTICF! If tho 111111!.'d imtlgo nb,ovo In less l<!glblt- thnn thl11 Notice, It i!l duo to the qwtltty of tho 
document being fl !med, 



The mfcroorephfc images on thfa film are ecc-urete reproductions of reeords dtlfvered to Hodfrn Information Systtme for mferofflmfno and 
~ere filmed Int~• reoul~r course of busfMss. The photograf)flfc process meets 1tendards of the Ainerfcar1 National standarc:19 ln$tltute 
(ANSI) for archival h1fcrofllm, NOYICet If the ff lined Image ab,ove ta leu t19tb\e than thfa Notfoc9 1 it fl: due to the qualftY c1 the 
doe1.1nant bfinA ff lMed, 

. ~).,~ ·~l..Y'k'~~~i"{d)1 ') 
Operator•a Signature · 



The mfcros,rephfe hnagH on this film are accurate reprodt.lctlons of reeords delivered to Modfrn Information syatetl'IS for 1n1crofl\mfl'l9 and 
were fflmed fn the r,oul~r course of business. The photo;rephfc process 111eett atandarda of the Amorfcan Nattonal Standards Institute 
(~NSI) for erchfva\ m1crofflm, NOTICE1 lf the filmed ffflllge a~ve fs le•• legible than thia Notice, ft ls due to the qyeltty of the 

doci,nent being ff \med, -~ (~~S:.i (~ \, ' 
- \ '(,S,, ,>J'-, '~\(.'\,~~· );\~ ·:'t ) 
oper1tor1s Signature · 
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Tht 111fcroorephfo f1111Gtt on thft fflm art 1ccur1te reproductlor111 of recordt delfwrtd to MOdern JnforM1tlon 9yateJIII for 1111crofflMfna Ind 
were fHMld 1n th• reoul1r cot.1ree of bYtfntH, Th• photo0r1phtc procu, 111tet1 1t1nderdl of th-t Affierfc•n National ttanderdl 1Mt1tutt 
(ANSI) for archfvel mtcrofllffl1 NOtlCEt If the fflmed fMtge •b.ove ta leRt lttlble than thla Notfce, ft ft due to the qualfty of tht 
doc11111nt btlnt filmed, 1 ~ ~ 
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The 111fcrogr1phfc iffllgts en thfs film ere accurate raproductfont of recordt dtlfvered to Modern lnfor!Mtfon Syttetlll fer Mlcro11lmh'l9 end 
were fftllltd fn tht reoul'lr course of buatneu, The photogref)f,fo ~roceae ffl!Mtt 1tandtrdt of the Amerfc1n N1tf 0Nl Standerdt lnetttut• 
(ANSI) for archival M1crofflm, NOTtCE1 rf the fftlllld f•o• al:\()ve ft less legible than thf• Notfce, ft f• ctu. to the quality of tht 
docUMnt being ftlmed, ~ \v---. 

~\)),_. ~~~~ 16\~03 . 
Operator'• sonafurt~ Datt 



The mir:rogrllphit imng,.m on this (11111 nr·~ ncttwotc 1'C!p1·oductlcnn of l'N'orcl,; delivered to Moder•r, lnfot•nwtlon Syi.tcms fo1· microfilming n•ld 
w1•re f!lml'd f11 tho r0g11l-11· <'Ot11·!,<' u/ buslnvs~ •. lhu ph('ltC)(Jf'f1phl(' p1·C'Jc0•;<: 1110rti, 1;tot1rlnrd·1 d th1.• Amerlt,1,1 Nolio11,1( (;t,111d,1rd•, !1,,;t!tutc 
(AW,I) f,, ,11cl1iv,il 111icf'c-lilm. IIOTltf.: If \tll) fll111Nf fm11tJr• nlJnvi.• i•, [(,:;i, leqlbl,:, th1111 th1•, f.otirr•, It i•, duP t,, ti,,, qunlHy of the 
d••Cll'""J,t l1·•111q 11111,nd, 
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lhf'l mict·ogrnphir irnngl'.li, 1in thl!-; flltr tll'l' nr.curntr.- r-opr•odw:tlonB of ,·c-corcl!-l dc(IV()rcd to Mmforn lnfo1·111ntlon S'/Htc11w for mit'rofllmlng Md 
,il'f"t• fllrnod in th0 nJg1il,11· row-~!' of buo.;fnc!Vi, Hw photog1·nphlr r,rocti!,n 111('r-\•, fitnndMl.h of tilt• Am('rlt,111 Nfllt1Jlhil St1,mlnt·ch, l1'!;\lt111c 
(Afi~I) l•>1 ,,,cfliv11l 11tlcrnffl111. NOfl('.I: If tltr. lllu1r.-d l111,,ur,• nbr.1v(• i!i lt•!n; le1lbl 1
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The mlcroaraJ'h{c hnagea on this film are accurate reprodUctlonB of records delivered to Modern 1nform11Hon systems for m<croHlM(!'lg end 
were flll!M!'d In the regul4r eourse of business, The photographic process Meets standard~ of th& Ameriran National ftal'ldards Institute 
(ANSI) for arch{Vftl mioro11lm, NOTICEf If the ftlmed t111age ab,oYe is less legible than this Notice, It Is due to the quality of the 

doeUMn t ~ I ntJ f ll med. · 

- ULU►':.i:<=¼l::\J,:Jl -~ ) ' Datt 
operator' 11 s i gnoture · · 
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Yh• 111fcro0rapifc hnages on tht11 ftl111 are accurate rlf)t'oductfon• of recordt dfllvered to Modern tnforll'lltlon sytteN for 111fcrofflmfno end 
were f I lllltd fn tht rtoUl&r courae of bua1neH. The photooraphfc proo•as tMttt ctendardt of the AMerfcan Natfone\ standardt IMtftute 
(AHSI) for archfYal mtcroft\M. MO'ftCE1 If the fflmed f111110~ ebpve ft teas leotble than thta Notice, ft fa due to the quality of the 

doclM!ltnt betno fflmed, .~ SJ,~ u 

- ~ a M'--<YW>~ i :k ~ 
Operator'• Sfgnotur• ~ 

• oate 
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Tho mfcrographfc images on this illm are accurato reproductions of records delivered to Modern lnformntton SystMMi for mfcrofflming end 
were f!l~d fn the regul~r coursl1 c,f business, The photogrophft: procoss meots stondords ci1 tho Amorfcon Natlonol Stondords Institute 
(ANSI) for 11rchlvol rnfcrofilm, NOrtCE: If the Hlmod image nb.ovc f!l loss lligfblo thon this Notice, It I~ dull to th(l ~uollty o1 the 
docuncnt being filmed, 

.. ~Ll.~~'i .. :-\\ S.~~J.-y 
Oporator'e Signature 
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The mfcrographfo images~ thfs film are accurate reproduction& of records delivered to Modern Information systems for mfcrofflmfng and 
wert 1ilrned fn the regul4r eourae of busfness, The photogrephfe process meets standards of the Art1erfean Nattonal Standards Institute 
(ANSI) for archival microfilm, NOTICE: If the filmed image eb,ove la leas legible than this Notice, ft Is due to the qualfty of the 
dotll!M!nt b@fng H lmed, d 

-~ \J«,t.t ,'~\.-,Y\C·,~~~xL-;~ ·') 
Operator's Signature --



The mfcrographfc: fmages on this film are accurate reproductfons of records delivertd to M~rn Information systetM for mtcrof I lmlng and 
were fttmed in the regul~r course of business, The photographic process !M'ets standards of the American Hatfonal Stanrlards ln&tttute 
(ANSI) for arehh•al mtcrotll111, NOYICE: If the filmed image ab.ove fs leaa legible than thfs Notice, ft fs due to the quality of the 
doe1.1nent bc)f ng ft lrned, -, 

\J.,s. Y'..YN'.·,:-~&\,_;x(l1 ,¥ .) 
Operator's Signature Date 
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Th• ml crograph Io I n,agoa on th I• fll • or• occurat• roprodUc t I on, of rocord, doll vored to Modern Inf or MO ti on Sys,.,,. /or ml cro!llml no ind 
wore 11lmed In the re9u\4r eourso of busl~ess. Thu photogruphic process ll'lt!ets standard$ of the ~~riean Natlonol standards Institute 
(ANS I ) for • rch I vo I ml crofllm, NOTICE : I f tho fl! med I ... , &bpvo I• l "' loo Ible then th I , Not I co, I t I, dU& to tho qua ll IV of the 

document boi119 filmed, 
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Tho mtcroa~aphie fmages on this film are accurate reproductions of records delivored to Modern lnfornwitfon Systemt for mtcrofllmtno tnd 
were filmed In the re;u\~r course of business, The photographic process meets atandarda of the Amerlcijn ~atlonol 9t~ndards Institute 
(AMSt) for archival mtcroitlm, NOTtC~i If the fllmad t1111tge &b.oYe Is loaa legible than this Notice, ft lu due to tho quality of tht 

d<,ctment being fl l!Md, · 'J. -"\,~ s:\' J I, \ I ,, _ 1 u .~'-,~'-4>· ► •. '~ ~., iXlL~-'(.) \(JQ. ()3._ 
oporator 1 s Signature · Oate 



The mfcrographfc in,ages on thin film are accurate reproductions of records dttlverod to Modern Information syatenis for mfcro1flmfng and 
were fll!Md In the regut11r course of business, Tht photographic proeesa meets standards of the Amorfean Natlortol Standttrd!l Institute 
(ANijJ) for nrehfval microfilm, NOTICE: If the filmed Image ab;ove Is less legible than this Notice, It fs due to tho quality of tho 
doeur,e~t bofng fllmed, ·• 

\''J«µ ,0, )\4'~ ►:~ S,:~hill,.._ .. ) ________ .-1.l,:~)l~:)~.l(~)r...:;..~-
QporOtOr1S Signature Oalu 



0, 
co 

00 C) ..-- 00 ~,-Cl) N 
Cl) ... 00 0 .,, 

LL co .... N CO ,..._ ("')..,, - .. ... c:, co 
It) 

co - co 
l! C") .. 
G) co 
-a ........ 
CD ........ -u. 0 co ... 

C M 
C) 

.Q C) .... C! M 
(.) C) 
:::, ... c:, 

b "'Cl ~ ~ e :& 
.... 

a. N 0 
C 0 

c:, I-
.2 c:, 

~ N u .... 0 C ..... 
::::, Cl) = ,:, ~ 

tA ~ -c, e Cl) ~ 
.... 

D. a.. ~ 

The mlcro,raphlc hnegts on this ftlm are accurate reproduettor111 of records dtl 1vered to Modfrn rnformatlon syateMS for mlcr•olllmh'IO end 
were filmed In the re;ul4r course ~f bue(Maa. The phot~raphfc process fflftts standards of the American NetlMWll standerdl institute 
(ANSt) for ar~hfvat mlcrofflM, NOYICS1 Jf the filmed tmage e~ve la leas legible than th1a Notice, It la due to the quality of the 
doe1.11'1ent being f I lmed, ---~ \Jm "'" ,:,c~~"~1h~ -~ _ ld\.9--)0'::, • 

operator'a Signature -.? Oete 
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The mfcrographfc fmages on this film are accurate reproductions of records deltvered to Modern rnformtitlon systems for microftlMln§ and 
were ffltned In the regut~r course of business. The photographic process meets standards of the American National Standards Institute 
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House Natural Resources 
Committee Hearing 

House em 1145 
January 16, 2003 

N.D. Association of 011 and Gas 
Producing Counties 

• 11 countJes In the 
west 

■ 13S members 
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CBM Stock Tank 

Top 7 reasons HB 1145 Js a bad Idea 

■ 1, CBM Incentive? WMI It WOt1<? 

Top 7 reasons HB 1145 Is a bad Idea 

• 1, C8M Incentive: WWI It WOtk? 
• 6. The oil Ind gas Industry ts not driving this 
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Top 7 reasons HB 1145 ls a bad Idea 
5, Montlna w6I ~ ffiffnQ their 

12·month OIS ta)( lncenttw this sess,on, 
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Moranl Coal Bed Nlah Gas Mince 
Sa!M pltd, lo M0ranf ~slllat Al,oust 9 

Top 7 reasons HB 1145 Is a bad Idea 

• 7, C8M Incentf\le: WNI It wotf(? 
• 6. TIie oil and gas Industry Is not dtlvtng this blN 
• 5, Montana wl consider ending their 12-month 

gas ti)( lncttlttve thts sesslan. 
• ◄. our oas tax Is ve,y kJw, rs It ttte ptt>blem? 
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c.ompar1son Tax study sept. 2002 
LlnY '--1tt Md Delf1 ~ NOSU 

• When OIi II $3 per mllon cubic tlMlt (met) 
• 1, Wyoming ,38 
• 2, Alaska ,37 
• 3. Kansas .30 
■ 4, New Mexia> .30 
• S, MOntana ,20 
• 24, North Dakota ,08 

Top 7 reasons HB 1145 ts a bad Idea 

"1, C8M Incentive: WIii It work? 
• 6. The ofl and gas Industry Is not drMng 

this but 
• S, Montana WIii consider ending their 12~ 

month gas tmc lncenltwt this sessk)n, 

• 4, OUr gas tmc Is WJl'I low. Is tt the 
pd)lem? ,. 

■ 3, -rem~ eoemptlon-- rare 

6 1/a% Extraction Tax on aude oll 
ND State and Local Taxes 2002 

■ 1982 $ 88,910,893 
• 1986 $ 57,148,758 
• 1997 .. 1st tax eeemptiOn 
■ 1989-2N~ 
■ 19!U- 31" ~ 
■ 1993- .... ~ 
■ 1995- tncrnsed tat tait eitemptlon 15-2◄ mo. 
■ 1907• Stlt ecemptton 
■ 2001- 1na HHd trtggef from 1987 
• 2002· $17,068,846 
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Extractton Tax on crude oU 
ND state and Local Taxes 2002 

• Ital ..... 
* I. tP,1 .. ,_ 
• jw:J,11ti.i ...... . ... ,........,. 
, 1"1•rl~ 
• 1 .... ........ 
• , ........... i'l ....... u.N. 
• 1"7•9" ........ . aoot,....._.....,,_,. 
• 2002· $ 17,068,846 
• 2002· no exemptions - 6 ¼ 'M> tax -
■ $42 mllllon Gttt estimate $2◄ mllllon 2002 

Top 7 reasons HB 1145 ls a bad idea 

• 7, C8M Inoentfvet WIii it worlc? 
• 6. lbe oil and gas lndusby Is not dtMng this blN 
• s. Montana wl conskler ending their 12-monttt 

gas tax lnc:MlM thiS session, 
• -t, N.O. gas tax • among lowest In natton 
• 3, Temporary etempUon-rare 
• 2, Gto11S Production Tl)( - In lleti " property 

taxes and due both a)Unt)','state 

5% 011 and Gas Gross Production Tax 
In lieu of property tax 

• Why 75% ll nrst levet? 
• lmpects durtng deYetopment, 
■ 1145 IS I change lf'I tax policy, 
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Gas rate changed In 1991 

• Changed from 5CM» to an IIMually adjUsted 
ftat rab!t Pfll' md, No exemptions otven 
now, Let's keep ft that Wfftl, 

Top 7 reasons HB 1145 Is a bitd Idea 
■ 1, CBM lncentwe: WIN It WOftl? 
■ 6. The oil and gas lndustr/ ts not dttvll'tQ this blN 
• s. Montana wlll consider ending thefr 12·month 

gas tax lncenttve this session, 
• 4, N.D, gas tax 15 among lowest In natJon 
■ 3, Temporary ecempUon- me 
■ 2, GrOM ProducUon TIX - In Met, d p,operty 

tm5 Ind It Is due both COUnty/state 
• 1. Keep the GPT wtlOle ror the future 

Futu,~ 

• Let's work together to 
find our wfMlt fllc:tors 
1ml HO's C8M and 
sotwJ them creatfw!ty 
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Gross Production Tax. 
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Testimony on HI 1145 
Robert Hanns. Oovemot's Counsel 
Natural Resource Committee 
ND House of Representatives 

J anwuy 17, 2003 
Pioneer Room, 
State Capitol 
Bismarck. North Dakota 

Mr. Chainnan, members of the Committee, my name is Robert Harms, I am counsel to 
Governor Hoeven and appear in support of HB 1145, introduced at the request of the 
Governor. 

You have been advised of how the bill works, its design and what we hope it might 
accomplish, so I am going to offer an overview of how this bill fits in with an energy 
policy that should work for all of North Dakota. I'd then like to touch on a concern 
raised by counties. 

Sis POian: The Governor has advanced an agenda since taking office, consisting of six 
broad topics (called pillars), one of which is energy. The objective of the energy policy 
is simply to enhance the production of North Dakota's energy resources to further 
diversify our economy, raise incomes and provide additional economic opportunities for 
our citizens. The components of the energy sector include. 

• Wind 
• Coal 
• Ethanol 
• Hydro 
• And Oil and gas (which includes DOE grant request, research council 

legislation similar to lignite research fund and administrative efforts to 
encourage new investment.) 

HB 1145 is designed to encourage new development of shallow gas resources that to 
date, have been untested and undeveloped in ND. (In contrast, our neighboring state. 
Wyoming has thousands of shallow gas wells, which represent the new wave of 
production in that state during much of the last decade, which would have otherwise been 
quite stagnant.) The bill simply provides a tax holiday of 24 months on shallow gas 
wells, which are not being developed or produced today. As such the bill costs the 
general fund and the counties nothing, t,e,,ause those investments a,,t, not being made 
now. 
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We hope lt may also help to expand the potential of gas resources east of usual oil and 
gas development, where NDGS believes shallow gas reserves may exist, 

Why hasn't development of shallow gas occurred in ND as it has in Wyoming? We don't 
know, but they might include: 

• Capital fonnation 
• Geological differences 
• Infrastructure differences 
• Environmental constraints 
• Federal ownership patterns 
• Tax policy 

Whatever the reason, ND has only a few tools available to encourage new investment. 
We can do little about many of the factors listed above, but we can change our tax policy. 

And it 1P.PMJ that incentives work. A study was conducted during the 1990s by the 
Interstate Oil and Gas Compact Commission (IOOCC), an organization representing all 
30 oil and gas producing states, of which Oovemor Hoeven is chainnan. The study 
seems to demonstrate the effectiveness of incentives, but it is impossible to detennine a 
clear causation for new investment. The IOGCC study showed 

• $2.8 billion in incentives resulted in 30 times the investment for state 
economies 

• More specific to state revenues, the incentives yielded a 2 to 1 retum. (See 
attached sheet from IOOCC study.) 

Finally, Jet me offer some cJosing thoughts relating to the counties: 
t. We don't know if the incentives will work, we hope it (coupled with other 

measures) will encourage new investment. We do know that ND has no 
serious development, or test of this resource to date. 

2. We also know that the Counties are getting no revenue from this resource, 
since it is not being developed. 

3. There exists a concern that HB 1145 maybe the first step towards unraveling 
the gross production tax distribution fonnula that is so important to western 
counties. No such attempt is being made, HB 1145 does not alter the 
distribution, but simply asks the counties to participate in deferring taxes, in 
the hope of generating revenue that does not exist today. The concern is 
understandable, but we should not let the fear of a future legislature deter us 
from taking positive steps today. 

On behalf of Governor Hoeven we respectfully request a 0 00 PASS0 recommendation 
onHB 1145. 
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fl .... 1.8 tlve e<:onomfc: effect of all the 

CoMblnttd Econollllc erecu of Alf rncentlvea state Incentives that could be 
quantified, (Note that a slmllar 
summary table Is available that 

Total ValUI 

MUltfpller 
Final Demand 
E....,lngs 
Jcbs 

severance Ta,c 
State Income Tax 
Corp, Income Te)( 
Sales 
Property Tax 
Other Direct T•x 
Royatu., 

Se.te/Locar Total 
Feet Income 

R 
$113.281, 
$1-t.aU, 1 

$916,694.015 
$192,702.2M 

$1,025,908,408 
13,159,853,157 
$3,020,765,782 

S638.2se,2n 
1108,820,749 

$9,082,802,M1 
$2,518,4()1.-1 

ows the cumulatlve effect ot 
In bves for each state In sec­
tion • The total value shown In 
Flgur. 1.8 ($74,6 blltlon) Is the 
c lned \'alue o, Investments 

,-----~ required by Incentives and the 
valu• of subsequent hydrocarbon 
production. The combined effect of 
these values ylelds a net $113,2 
blltlon In economic: effects. States 
Invested $2,8 blltlon to generate 
these economic effects through 
tax reductions. This afflrmatfvelv 
confirms the beneflts of Incentives: 
$7. .8 blUlon hefped ensure more 
than 30 times that much for state 
economies. 

In turn, the states tnvestlng the 
.$2.5 bllUon received more than $9 

button In state and local taxes, yielding an addltlonal $2 ror every dollar Invested. 

Whlle ft remains Impossible to calculate how much of these eeonomle effects are caused 
by the Incentive programs, they appear to remain "prontablelf for the legislatures lnvesttng 
the monev. Jn a larger sense, the tax revenue stream pale, In comparison to the beneftclal 
effects on the economy, The $113,2 bflflon In economic effects creates $14,8 bUUon In 
satartes, which In turn yields 630,000 
Jobs (meaning years of employment). 
About one-third of these jobs would 
be direct Jobs In the oll and gas 
Industry, whlfe two-thirds would 
represent years of employment in 
other sectors of the state economy. 

A principal beneficiary of the state 
efforts Is the federal government, 
reallzlng approxlmatelv $2,S bllllon In 
addltlonal tax revenue whlle the 
states shoulder the risk or these 
programs. 

,1gure 1. 9 Is a sub•part of Figure 1,8, 
showf ng the e"ects of Incentives In 
which an Investment Is required in 
order to quallfy for a tax reduction. 

111• lndustrv has e)(pended more than 
$18 bflllon responding to rncenttve 
programs, yleldf ng $28 bfHton In eeo-

Figure 1.10 
Tu l11centlw!s No Investment Acltlon 

Total Curnulatht• Price-AdJusttd 
Production V1Jue1 $2,389.474,974 

Multfpll1r R•sult Taxes Invested . 
Final Demand $3,548,96S,980 $172,198.429 
Eamings $45119111549 
Jobi $19,375 

Sevetlnce T.-x $27,971,390 
State Income Tax $7,258.219 
Corp. Income Tex $11,308,355 
Sales $112,838,700 
Ptoperty Ta,c 147.075,146 
~~ectTa,c $9,714,894 
Royalties . 162.418 

State/Local Totat $218,217.119 
Fed Income S71.M4.oe3 
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North Dakota Petroleu1n Council 

House B1111145 

Senate Mnance and Taxatfon Committee 

February S, 2003 

Ron Ness 
btellttw PINctor 

Ernall: ndpct,bt~tt,com 
Phone: '701·UJ-6J8o 
fla,ct 701•Ul•c)0()6 
tlO N, 3rd Strfft • Suitt us 
P,O, IIO,c 1)95 
Blsmarc~ ND 58501-1.19s 

Chairman Urlacher and members of the Committee, my name is Ro~ Ness, Executive Director of 

the North Dakota Petroleum Council. I appear before you today in support of House Bill 1145. 

Natural gas is one of the reasons oil activity in Nodh Dakota is slow. The Williston Basin is not 

known as a gas basin. The gas produced is associated gas that is produced with the oil, 08$ 

wens 8(e much cheaper to drill and operate than oil wells and the economics are better and not as 
volatile, The market is driven pureJy by domestic supply and demand and not world poJitics. 

Natural gu is a clean, safe, efficient, and reliable fuel, which is why demand for the product 

continues to grow rapidly. Demand is expected to·gr-ow by mo~ than 30% over the next decade. 

It emits carbon dioxide and water vapor when bumed - the same substances emitted when you 

breathe. The btauty is that more than 85% of the naturaJ gas consumed in the UnJted States is 

produced in the United States and most of the balanc" is ft9m Canada. North Dakota needs to 

get in the business of producing gas, 

We know that incentives work in attracting oH and gas development. Look at the impaot that the 

horizontaJ driJHng incentives had on oil production and activity. 

HBMl 14S is not a silver bulJet. However, it might do several things: 

1. Create a small incentive for producers to look in North Dakota for gas. 

2. Encourage oil and gas leasing. exploration, and production in new areas in the State, that 

would bring new wealth and economic develop to those communities. 

We think ffB .. J 145 is one step the State can take 1to encourage gas explorat~on and development 

in North Dakota. We urge a Do Pass on HB-114:;, I would be happy to answer any questions. 
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Comparison of Energy Taxation in Oil 
and Natural Gas Producing States 

Prepared for 
North Dakota Association of Oil and Gas Producing Counties 

~ by 
F. Latty Leistritz 

Dean A. Bangsund 

September, 2002 
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lntroduetlon 

Energy taxation ls an important i~sue to individuals and companies involved with energy 
exploration and extraction, local and state governments, and the general public, Currently, crude 
oil and/or natural gas is produced in 36 states in the US, Comparing energy taxation among the 
producing states is difficult due to the numerous tax structures/rules, taxation rates, and regional 
energy prices. The purpose of this report is to place current state energy taxes on a dollar per 
barrel basis for new oil production and on a dollar per mcf basis for new ga,;i productlori in all oU 
and gas producing states in the United States. 

Scope and Procedures 

Energy tax rates Md rules differ by state. Government agencies and organizations were 
contacted in each state to detennlne current tax rates, miscellaneous energy charges, and tax 
exemptions/exclusions for oil and gas productic:m, The information needed to estimate effective 
tax rates per barrel and mcf(one thousand cubic r~t) of natural gas varied by state, Some states 
have per unit (i.e., barrel, mcf) chal·g~s, while others collect a percentage of the value of gross 
production, The rates and charges varied by stale, and in some cases, varied by well age (e.g., 
length ottime in production), well type (e.g., v1,rtical, horizontal), rate of well output (e.g., tax 
rate varies by well productivity), value ofw~n output (e.g., first "X" value of sales exempt frorn 
taxation), and by price of oil and gas (e.g .• rate of taxation varies based on price). 

The time allocated to thJs study dictated that the scope of the energy tax assessment be 
limited to typical onshore new well production. Stripper wells and production from enhanced oil 
recovery projects were not included. Wells were assumed to be privately owned. State, tribal, 
and Federally-owned wells, and the co.-responditg royalty and exemption rates for governmental 
interests were not incorporated into the study. 

The Interstate Oil and aas Compact Commi~sion (IOOCC) recently compiled oU and gas 
taxation information for all energy producing states in the U.S. (IOOCC 2001). The information 
gathered by the IOGCC provided initial contacts for individtws and agencies within each state. 
Each slt)te was contacted to verify current energy tax rates. clarify rules on exemptions or 
exclusions, and provide interpretation of energy tax rules. Further contacts were made if 
additional infonu~tion was required to estimate per unit tax rates (e.g., typical well output, 
producdon by well types, distribudon of production within state, etc.). 

Tht value of crude oil and natural gas wiH not be the same in all states at any point in 
time. Local and national supply and demand, distance from processing facilities and secondary 
markets, and differences in the type of cruJe oil produced (i.e., sulfur content, specific gravity, 
etc.) result in oil prices varying by time ofyel:h· ~nd location. The same principles hold for 
natural gas, Since tax rates and/or rules in most states are based either on per unit value (i.e., 
price per barrel) or based on value of well output (e.g., quantity times price), three prices for oil 
and natural gas were used in the analysis. In order to compare effective tax rates across all oil 

This report Is property of the North Dakota Association of OIi and Gas Producing Counties and may not be copied, 
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producJ.na states, price of oil and natural gas must be fixed. The prices used will not necessarily 
repr-,sent the average price received for crude oil and natural gas in any particular state, 

Tax Rules and Rat,s 

The following section describes briefly the methods, rules, and/or additional factors used 
to generate per unit w. estimates for each state 1• In some states, energy taxation was 
straightforward; in other states, energy taxes over the life of a new well were required to estimate 
an effective tax rate. Information explaining how the rate was calculated for each state is 
provided. 

Alabama 

Total tax on oil and gas is cumntly 8 percent (2 percent production tax and 6 percent 
privilege tax); however, for new wells, the first five years of production are taxed at SO percent of 
the nomw rate, The standard privilege tu:< is 8 percent; however, for wells drilled. after 1998, the 
rate has been reduced to 6 p,rcent. Thus, new wells are taxed at 4 percent for the first five years, 
and 8 percent thereafter. A typical .~1~ well (99,9 percent of new wells are vertical) will prodL1ce 
750,000 barrels over a lS-year life. J.n StiVett years, well output will be one-half of initial 
product!on. A well schedule was dev~loped reflecting the above characteristics. Total taxes 
collected from the well ( 4 percent over first five years and 8 percent over remaining period) were 
divided by total well output to arrive at an average effective tax rate per barrel. Tax on gas was 
estimated using same procedure for oil wells, except gas wells typical.ly will produce 1 million 
mcf in first year, last l 0 years, end production will be reduced by 75 percent from initial 
production after the first five years of production. Alabama has no ad valorem tax. 

Aluka 

Alaska•s tax system for oil and gas production was designed to place greater tax burden 
on more productive fields and lower tax burden on less productive fields. To accomplish a 
mixed weighting of the energy taxes by field productivity, an economic lirr- :ting factor was 
developed that uses well productivity and field production to adjust the sev~rance tax rate. The 
c~nt nominal rate for the state's severance tax is 12.2S percent f'>r fields in production less 
than five years and 15 percent for fields in production over five years. In addition to the 
severance tax, the state also has a minimum tax of $0.80 per barrel, and is also subject to the 
economic limiting facLor. Due to the economic limiting factor, the severance rate and the 
minimum tax for lower producing fields is eliminated--no severance taxes and no minimum tax 
are collected, In more productive fields, the effective severance tax rate is l 0 percent and the 
minimum tax is $0.27 per barrel. Over the last few years, 80 percent of new wells have been 

1 For a more detailed C.8scrlptlon of the nominal tax rates and specific rules for each state, see n1e 
Interstate 011 and Oas Compact Commission web site: http://www.Jogcc.state,ok,ys/lndex,htm 
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drilled in lower productive fields, with the remaining 20 percent drilled in. more productive 
fields. Approximately 7S percent of oil production from new wells in the state is from lower 
output fields and 25 percent of new oil production occurs in higher output fields. From the . 
above factors, a statewide average sevetance tax rate of2.S percent is currently collecttd (75% 
production x 0o/o tax rate plus 2So/o production x 1 0¾ tax rate), 

Alaska has two surcharges on taxable oil production, Currently• the total surcharge is 
SO.OS per barrel. No surcharge on gas. Surcharge collections are not subject to the economic 
limiting factor. 

The economic limiting factor for gas is only based on well productivity. New gas wells 
generally will produce 10,000 mcfper day. The nominal tax rate for gas production is 10 
percent. The economic limiting factor for gas wtlls uses a 3t000 mcf per day exemption. thus the 
severante rate for gas is 7 percent ((1-(3000/10000)) x 10% nominal tax rate]. The minimum tax · 
was estimated at $0.045 per mcf ($0.064 x 0. 7). 

The ad valorem tax system was too complex to estimate using standard methods, The 
statewide average ad valorem rate was estimated by dividing total ad valorem tax collections by 
total oil and gas production. The ad valorem rate in 2001 for oil was $0.6617 per barrel and 
$0.114 per mcf. 

Arimna 

Arizona has a gas and oil transaction privilege tax which varies by location of production 
within the state. Currently, all production comes from one county~ and the rate in that county is 
3.437 percent for both oil and gas. 

The ad valorem rate is 25 percent of cash value of production taxed at 11.3 percent. The 
effective rate is 2.825 percent of gross value. 

Arkanw 

Arkansas has a severance tax of 5 percent for oil if well productivity is greater than 10 
barrels per day. All new wells in thP- state qualify for the S percent rate. Currently, the state has 
a conservation assessment of 43 mills per barrel of oil. The severance tax for gas is three-tenths 
of one cent per mcf. Current conservation assessment is 9 mills per mcf. Ad valorem taxes were 
based on average assessment values based on average daily well productivity, and assessments 
were provided for working and royalty interest shares. Well productivity assessment values for 
new wells over the life of a new well were discounted by a 30 percent declining productivity 
factor. Asses~ment rates provided were based on oil values of $?.4.68 per barrel. Ad valorem tax 
collections per barrel for the $20 and $15 per barrel scenarios in this study were adjusted to 
reflect the percentage change in lower oil prices. Assessment values for gas were based on 
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~ market price of gas multiplied by average daily well production rates. Assessment values for the 
working interest component of the ad valorem tax were discounted by a predetennined well 
operating expense (13% of average daily assessment rate), Final assessment values were 
multiplied by a state average mill rate.· Ad valorem tax rates for oil were estimated to range from 
,o.36 to $0,21 per barrel and the rates for gas ranged from about $0,04 to $0.02 per mof. 

California 

California charges a flat rate 01 $0.373354 per barrel of oil and pr)r mcf of gas. The state 
has no ad valorem tax. 

Colorado 

Colorado has a nominal severance tax which varies from 2 to S percent, depending upon 
gross value of production. However, the severance tax rate is adjusted based on the level of ad 
valorem wees levied in eaoh county. In most counties, the ad valorem rate is sufficient to 
eliminate the state severance tax, regardless of the gross value of production. Severance taxes 
are only collected in five counties, four of which are very minor oU producing regions in the 
state, Based on 2001 data, the ad valorem tax rate reduced the effective severance rate to 0.95 
percent statewide. The average ad valorem tax coJlected is 8 perc~nt of production value. 

,,-, Florida I 

The severance tax rate is 8 percent for oiJ wells producing over 100 barrels per day and 5 
percent for wells producing under t 00 barrels per day. About SO percent of new oil welts are 
located in south Florida and the other SO percent are located in northwest Florida. New wells in 
south Florida have initial production of 200 barrels per day. and will generally take 20 years for 
output to drop to l 00 barrels per day. New wells in northwest Florida also have initial 
production of 200 barrels per day, but output will drop to 100 barrels per day in 10 years. Based 
on the above factors, two well production schedules were developed. South Florida wells were 
estimated to produce oil for nearly 40 years, while wells in northwest Florida were scheduled to 
produce oil for 20 years. Total tax collections from each type of weU were estimated and divided 
by total well output over the life of the well. Each well schedule , as weighted by 50 percent. 
The effective severance rate was estimated at 7.276 percent. 

The gas severance tax rate is tied to a S-year producer price index. The current rate is 
$0.256 per mcf. Past rates, due to the moving 5-year average, have been lower than current rates. 
The state has no ad valorem taxes. 

Georgia 

No state and local taxes are levied on oil and gas in Georgia. 

--
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Idaho has a 2 percent severance tax rate for oil and gas production in the state. The state 
has no ad valort:m taxes. Currently, the state has no oU or gas producing wt1Us; however, 
estimates of the tax collected if there were producing wells was estimated for this study. 

Illinois 

No state wees are levied on oil and gas production in Illinois. Ad valorem taxes were 
based on an assessment schedule developed for production year 2002. Tax assessments varied 
by well productivity, age of well, and working and royalty interest shares per well. Assessment 
values provided were derived and/or based on yearly average prices within the state from 1999 to 
2000. Based on a new wen producing for 10 years (analysis fixed oil prices based on the 1999 
and 2000 average in Illinois since infonnation to adjust the assessment schedules by alternative · 
oil prices could not be obtained), the average ad valorem tax over the life of a new well was 
estimated by applying assessed values to typical mill rates. The ad valorem rate was estimated at 
$0.17 per battel. No information on the ad valorom tax assessments for gas could be obtained. 
As a result, the ad valorem tax on gas was estimated by converting oil to mcf equivalents based 
on an energy conversion factor of 5.8 mcf per barrel, and using the ad valorem rate per barrel of 
oil as a proxy for the rate for gas. The ad valorem rate for gas was estimated at $0.03 per mcf. 

Indiana 

The oil severance tax is J percent of value or $0.24 per barrel, whichever is greater. The 
gas severance ta,c is 1 percent of value or $0.03 per mcf, whichever is greater. The state has no 
ad valorem taxes. 

Kansas 

The nominal oil severance tax rate is 8 percent. Oil severance taxes are reduced by the 
amount of ad valorem taxes paid. Numerous individuals were contacted to develop production 
schedule(s) fur new wells. The state currently has over 300,000 active wells, many of which 
qualify for one or more of several exemptions, Due to time limitations and a lack of useful data, 
typical well production schedules were not estimated. In order to effectively capture the effects 
of all of the exemptions that new wells would be subject tot and du~ to the great variation that 
exists with oil production among various regions of the state, data on state severance tax 
collections, value of production, and quantity of oil produced was collected over the last t 7 
years. State severance tax collections were divided by the value of oil production. The effective 
oil severance tax rate was estimated at 3, 1005 percent, which accounts for the numerous 
exemptions and/or exceptions to the severance tax and for the offset to severance taxes for ad 
valorem truces paid. 
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The nominal gas severance tax rate is 8 percent. The same rules, described above, apply 
to gas severance truces. As a result, the same procedure was used to estimate the effective 
severance tax on gas. The effective gas ~everance tax rate was estimated at S,9688 percent, 
which accounts for the numerous exemptions and/or exceptions to the severance tax and for the 
offset to severance taxes for ad valorem taxes paid. 

A Kansas Corporation Commission Conservation Division tee of S.83 mills per mcf of 
gas and 27.27 mills per barrel of oil is cumntly levied on all production. The ad valorem tax 
rate was estimated at 4 percent of production value. 

KenLucky 

The severance tax rate is 4.S percent for oil and gas. The statewide ad valorem rate was 
approximately 1 percent. 

Louisiana 

The severance tax rate is 12.S percent for oil and $0.199 per mcf for gas. The state has no 
ad valorem tax. 

Maaland 

No state taxes are levied on oil and gas production in Maryland. 

Michiaan 

The severance tax rate is 6.6 percent for oil and S percent for gas. The stale has no ad 
valorem truces. 

Mississinpi 

The nominal severance tax rate for oil and gas is 6 percent. Three classes of new wells, 
applicable to this study, have reduced severance tax rates. A discovery wen and/or a well that 
used 3-D seismic data in connection with drilling is taxed at 3 perctmt for the first S years, A 
development well is truced at 3 percent for the first 3 years, Nearly 89 percent of those three well 
types were estimated to be development wells. After 1999, tax rules state that if the price of 
crude oil is over $20 per barrel and if the price of gas is over $2.50 per mcf, reductions in the 
severance tax rate do not apply. Since data on well production schedules could not be found for 
Mississippi, production schedules for wells in neighboring states were used. The state has no ad 
valorem tax. 
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No state taxes are levied on oil and gas production in Missouri, . ' 
Montana 

i 

Montana has segmented the severance tax into different rates for workJng interest and 
nonworkJng interest groups. The severance tax is also adjusted by well type and period of well 
output for each interest group. The severance tax for primary production wells is 0. 76 percent 
for the working interest group and 1 5 .06 percent for nonworking interest group for the first 12 
months of production. For production after the first 12 months for post-1999 primary production 
wells, the severance tax rate changes to 9.26 percent for working interest groups and remahts at 
15.06 percent for the nonworkJng interest group. The severance tax for n~w horizontal 
production wells is the same for the primary production wells, except 18 months of produ~tion is 
taxed at the lower rate, The above severance rates for new oil wells also apply to gas wells. To 
estimate an effective tax rate based on the various severance rates, well production schedules 
similar to those in North Dakota were used. The share of gross value for each well type and 
interest group were obtained. About 9S.S percent of new oil wells were vertical. For new gas 
wells. the working interest groups' share of gross production was 87,8 percent. For the first 12 
months of production for new oil wells, the working interest groups• share of gross production 
was 90.1 percent. Tite working interest groups' share changes to 89 percent for production from 
new oil wells after the initial 12 month period. Total tax collections from each type of well for 
each interest group~ weighted by well type drilled, were estimated and divided by total well 
output over the life of the well. Montana has no ad valorem tax. 

I 
I 

I 
I 
i 

I 

Nebraska 

The severance tax rate is 3 percent for oil and gas. The state has no ad valorem tax. 

Nevada 

Nevada has an administrative tax of 100 mills per S0,000 cubic feet of gas and 100 mills 
per barrel of oil. The state has no ad valorem tax. 

New Mexico 

The oil severance tax is 3.75 percent for oil and gas. The state has a school tax of 3.15 
percent for oil and 4 percent for gas. The state also has a conservation tax of 0 .19 percent for oil 
and gas. Ad valorem tax rates were calculated to average 2.0257 percent of gross value. 
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New York has no state energy truces. The state has an administration charge for assessing 
production levels. and the counties use'the production information to assist them in determining 
the assessment rates for ad valorem taxes. The best estimates from New York indicated that both 
state fees levied on well operators and county ad valorem taxes have averaged 3 percent of 
production value. 

North Carolina 

North Cb.olina has no state taxes. 

North Dakota 

The state has a gross production tax of S percent for oil and $0,0834 per mcf. The state 
also has an extraction tax of 4 percent for oil. Production in the first 1 S months for new vertical 
wells is exempt from the extraction tax, and production for the first 24 months of new horizontal 
wells is exempt. Of the new wells drilled in the state, about 40 percent are vertical and 60 
percent are horizontal. Typical production schedules were used to determine the effective tax per 
barrel on new wells in the state. Total tax collections from each type of well, weighted by well 
type drilled, were estimated and divided by total well output over the life of the well. The state 
has no ad valorem tax. 

The severance tax is $0.10 per barrel and $0.025 per mcf. The state also has a voluntary 
Ohio Energy Education Tax ofS0.01 per barrel and one-tenth of one mill per mcf. Although the 
tax is voluntary, voluntary compliance with the tax is nearly 100 percent. The ad valorem tax 
rate was estimated by state officials to be $0.20 per barrel and $0.05 per mc;f of gas. 

Oklahoma 

The state has a gross production tax of 7 percent for oil and gas and an excise tax of 0.095 
nercent for oil and gas. The state also has two voluntary contributions, One is administered by 
the Oklahoma Energy Resources Board and is 0.1 percent for oil and gas. The other is 
administered by the Oklahoma Commission on Marginally Producing Oil and Gas Wells and is 
$0.02 per barrel and $0.001 per 10,000 cubic feet of gas.. The two voluntary taxes are collected 
on all production, and operators must request a refund of tax. About S percent of the tax 
collected is refunded. About 95 percent of new wells :n the state are vertical, and receive no 
exemptions from tax. The remaining 5 percent of wells (horizontal) receive a 6/7ths reduction in 
gross production tax annually until the well has undergone a 11costing out" process. The 
exemption for costing out a horizontal well usually takes seven years to complete. Typical 
production schedules were used to determine the effective tax per barrel on new wells in the 
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~ state. Total tax collections from ev.ch type of well, weighted by well type drilled. were estimated 
and divided by total well output over the life of the well. The state has no ad valorem tax. 

Qmaon 

Oregon has a 6 percent severance tax rate for oil and gas production in the state, The 
state currently has no active oil production. however, tux. was computed for oil production. The 
first $3000 in gross value of production from each well is exempt from severance tax for each 
calendar quarter. Typical production schedules for gas welts were used to detennine the 
effective tax per barrel on new wells in the state, Total tax collections from the well were 
estimated and divided by total well output over the life of the well. The state has no ad valorem 
taxes, 

Pennsylvania 

Pennsylvania has no state tax on oil and gas production. 

South Carolina 

South Carolina has no state tax. and currently has no oil or gas production, 

South Dakota 

The severance tax rate is 4.S percent for oil and gas production. The ad valorem tax was 
estimated by d~ ~iding county tax collections by county oil and gas production, 

Ienn;ssee 

The severance tax rate is 3 percent for oil and gas production. The statr. has rto ad 
valorem tax. 

Texas 

The severance tax rate for oil is 4.6 percent and 7.5 percent for gas. The state collects a 
cleanup regulatory fee of $0,000333 per mcf and $0.003125 per barrel. The state also two other 
regulatory fees, one of $0.001875 per barrel and the other $0.02 per barrel. One exemption 
applies to gas wells based on cost of well. Wells that are two times higher than the median cost 
are exempt from severance taxes. Wells that are equal to median cost receive a SO percent 
reduction in severance taxes. About 14 percent of new gas wells qualify for the complete 
exemption, and another 14 percent qualify for the 50 percent reduction. The ad valorem rate was 
estimated by dividing county ad valorem tax collections by county oil and gas production. 
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Ulah 

The severance tax rate for oil and.gas is two tiered, The rate for oil is 3 percent up to the 
first $13 per barre) and S percent on the value from $13,01 and above per barrel. The rate for gas 
is 3 percent up to the first $1.S per mcf and S percent on the value from $1.S 1 and above per mcf. 

? 

I The state has a conservation tax of 2 mUJs on the value of oll and gas production. The first 
$50.000 annually In gross value per 'Jlne well per operator per field is exempt from severance tax. I 

I 

j 

The first 12 months of production from wildcat wells is exempt from severance tax, The first sl~< 

i I months of production from development wells is exempt front severance tax. About 97 percent 
I of new wells drilled are development and 3 percent are wildcat. A typical production schedule 
I was used to detennine the effective tax per banel on new wells in the state, Total tax collections I 

I I 
from the development and discovery wells were estimated and divided by total well output over 

I the Ufo of the wells, The ad valorem rate was based on dlvldlng county tax collections by county 
I oll and gas production. 

Yireioia I 
I 
l 
I 

The severance tax rate for oil is 0.5 percent and 2 percent for gas. The state has a road I 

improvement tax rate of 1 percent on oil and gas production, The state has no ad valorem tax. 
l 

Washina«m I 
i ,..., 
) 

Washington has no stat~ tax on oil and gas production, 

West Yirainia 

The severance tax rate for oil and gas is 5 percent. WeUs that have an average daily 
production less than s.ooo cubic feet of gas are exempt from severance tax. Wells that have an 
average daily production less than one-half barrel are exempt from severance tax. A typical 
production schedule wa.1 used to determine the effective tax per barrel on new wells in the state. 
Total tax collections per well were estimated and divided by total well output over the life of the 
wells. The state has no ad valorem tax. 

Wyomina 

The severance tax is 6 percent for oil and gas. The state has a conservation tax of 
$0.0008 per barrel and mcf. The first 60 barrels per day and 360 mcfper day on new wells is 

I 
exempt from severance tax. Typical well output schedules were used to detemtine the effective 

I 
tax per barrel on new wcJls in the state. Total tax collections per well were estimated and 
divided by total wen output over the life of the wells. The ad valorem tax rate was estimated at 

I 
6.5 percent of gross production value. 

I 

I 
I 

_ _., 
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Results 

The following sections rank the oil and gas producing states by the amoWtt of state and 
local energy taxation, expressed ou a per barrel and per mof basis. The listing of energy taxation 
for each state was provided for three price scenarios. Due to the complex nature of some state 
taxing schemes, the amount of tax was estimated for new oil production over the life of a new 
well. In some states, energy tax structures or rules did not require estimating tax collections over 
the Ufe of a well. However, regardless of the tax rate or structure, production exclusions and 
exemptions, and other rules affecting the amount of tax collected, the tax estimates for each state 
provide an easy and quick comparison of effective energy taxation in the United States. 

Qll 

Since many states have tax provisions that are partially based on the price of oil (i.e., 
rates either directly tied to price or rates applied to gross production value), three price scenarios 
were used: $2S, $20, and $1 S per barrel. Under the $25 ~r barrel scenario, Louisiana had the 
highest effective tax rate of $3 .13 per ban-el (Table 1 ), The next highest state, Wyoming, had an 
effective tax rate that was $0.35 per ban-el less than Louisiana. New Mexico was third, with a 
rate of$2.28 per barrel, followed closely by Colorado with a rate of$2.24 pet barrel. The next 
five states were separated by only $0.08 per barrel. Florida was fifth with a rate of$1.82 per 
barrel, followed closely by Oklahoma ($1.8 l per barrel), Kansas ($1. 78 per barrel), and North 
Dakota and Michigan, each at $1, 74 per barrel. The tenth highest state was Montana with a rate 
ofSl.69 per batrel. The eleventh through the twentieth rankings were separated by $0,36 per 
barrel (Table 1 ), 

Under the $20 per barrel scenario, little change occurred in the ranking of the top 10 
states (Table 2). Louisiana, Wyoming, New Mexico, Colorado, and Florida, the top five states, 
respectively, retained their relative ranking from the previous price scenario. Oklahoma and 
Kansas switched rankings, but were only separated by a few hundredths of a dollar per barre). 
The only major change in the top ten states was Alaska, ranked 13 th under the $25 per barrel 
scenario, which moved up to the eighth position under the $20 per barrel scenario. North Dakota 
moved from eighth to ninth position, Michigan and Montana eaoh moved down one position, 
due to Alaska entering into the top 1 u. The fifth through the tenth positions were only separated 
by $0.07 per barrel. Very little change occurred in the remaining rankings (Table 2), 

Under the $15 per barrel scenario, the only major change was Alaska, which moved into 
the fifth position (Table 3), Louisiana, Wyoming, New Mexico, and Colorado, the top four 
states, respectively, retained their relative ranking from the two previous price scenarios, 
Florida, Oklahoma1 Kansas, North Dakota, and Michigan held the fifth through the tenth 
positions, respectively. Again, the fifth through the tenth positions were only separated by $0.0S 
per barrel. Very little change occurred in the remaining rankings (Table 3). 
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Table 1, Effective Eneray Tax Rates for New Well Product.ion, by Oil Producing State, S2S per 

~ 
Barrelz 200 l 

Rank State Rank State Tax Tax - .. Slbiirei. ..£\amj. 
I Louisiana 3~13 17 Alabama 1.41 
2 Wyoming 2,78 18 Kentucky 1.38 
3 New Mexico 2.28 19 South Dakota 1.28 
4 Colorado 2.24 20 West Virginia 1.25 
s Florida 1.82 21 Utah 1.12 
6 Oklahoma 1.81 22 Nebraska 0.7S 
7 Kansas 1.78 23 Now York 0.75 
8 North Dakota 1.74 24 Tennessee 0,75 
9 Michigan 1.74 2S Idaho o.so 
10 Montana 1.69 26 Virginia 0,38 
l1 Arkansas 1.61 27 Ohio 0,31 
12 Arizona 1.57 28 Indiana 0.2S 
13 Alaska 1.54 29 Illinois 0,17 
14 Mississippi I.SO 30 Nevada 0.10 
15 Oregon 1.4S 31 California 0,04 
16 Texas 1.41 32 See notes 
Notes: Georgia, Maryland, Missouri, North Carolina, Pennsylvania, South Carolina, and 
Washington have no state or local energy taxes. 

/"'\ 

'--•' 

Table 2. Effective Energy Tax Rates for New Well Production, by Oil Producing State, $20 per 
Barrel, 2001 
Rank State Tax Rank State Tax 

- $/barrel .. ·$/barrel .. 
1 Louisiana 2.50 17 Kentucky 1.10 
2 Wyoming 2.23 18 South Dakota 1.06 
3 New Mexico 1.82 19 West Virginia 1.00 
4 Colorado 1.79 20 Mississippi 0.95 
s Florida 1.46 21 Utah 0.91 
6 Kansas 1.42 22 Nebraska 0.60 
7 Oklahoma 1.42 23 New York 0.60 
8 Alaska 1.41 24 Tennessee 0.60 
9 North Dakota 1.-+0 25 Idaho 0.40 
10 Michigan 1.39 26 Ohio 0.31 
11 Montana 1.35 27 Virginia 0.30 
12 Arkansas 1.29 28 Indiana 0.24 
13 Arizona 1.25 29 Illinois 0.17 
14 Texas 1.18 30 Nevada 0.10 
15 Oregon 1.16 31 California 0.04 
16 Alabama 1.13 32 See notes 
Notes: Georgia, Maryland, Missouri, North Carolina, Pennsylvania, South Carolina, and 
Washington have no state or local energy taxes. 
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,r""\ Table 3. Etrectlve Bneray Tax Rates for New Well Production, by Oil Producing State, SIS per 
Barrel, 2001 
Rink State T~ Rank State Tax 

.. 
.. $/6;,rel .. • S/barret .. 

1 Louisiana 1.88 17 South Dakota 0,83 
2 Wyoming 1.67 18 Kentucky 0.83 
3 New Mexico 1.37 19 West V{rginia 0.75 
4 Colorado 1.34 20 Mississippi 0.71 
s Alaska 1.29 21 Utah 0.71 
6 Florida 1.09 22 Nebraska 0.45 
7 Oklahoma 1.07 23 New York 0,45 
8 Kansas 1.07 24 Tennessee 0.45 
9 North Dakota l.05 2S Ohio 0.31 
10 Michigan 1.04 26 Idaho 0.30 
11 Montana 1.01 27 Indiana 0.24 
12 Arkansas 0.97 28 Illinois 0,17 
13 Texas 0,95 29 Virginia 0,23 
14 Arizona 0.94 30 Nevada 0,10 
15 Oregon 0.87 31 California 0.04 
16 Alabama 0.84 32 See notes ............ ,.........__ 
Notes: Georgia, Maryland, Missouri, North Carolina. Pennsylvania, South Carolina, and 

",,.,-• ........ Washington have no state or local energy taxes. 
\ 

' ',,._,, 

gg 

As was the case with oil, many states have tax provisions that are partially based on the 
price of gas. Three price scenarios were used: $4, $3, and $2 per mcf. Under the $4 per mof 
scenario, Wyoming had the highest effective tax rate of SO.SO per mcf (Table 4). The next 
highest state. Alaska, had an effective tax rate of $0.44 per mef. Kansas and New Mexico were 
third and fourtht respectively, each with a rate of$0,40 per mcf. Colorado was fifth with a rate 
of $0.39 per mcf. The next five states were separated by only $0.10 per mcf. The remaining 
states in the top ten were Oklahoma. with a rate of $0.3S per mcf, followed by Texas ($0.28 per 
met), Montana ($0.27 per met), Florida ($0.26 per mcf), and Arizona ($0.25 per met). The 
eleventh through the twentieth rankings were separated by $0.12 per mcf (Table 4). North 
Dakota, with an effective rate of $0.08 per mcf, ranked 24th out of the 31 states collecting energy 
taxes on gas production. 
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Table 4, Effective Energy Tax Rates for New Well Production, by Gas Producing State, $4 per I 
(,,-._,, 

! MCF, 2001 

I Rink State -~Tax Rank State 1·ax 
.. Simor- • limct • l I 

I Wyoming o.so 17 Utwl 0,19 I 
2 Alaska 0.44 1~ South Dakota 0,19 

j l 3 Kansas 0,40 19 Alabama 0,18 
I 

I 4 New Mexico 0.40 20 Virginia 0.12 l I s Colorado 0,39 21 New York 0.12 

I 6 Oklahoma 0,35 22 Nebraska 0.12 
I 

I 
7 Texas 0.28 23 Tennessee 0.12 

I 8 Montana 0.27 24 Nt,11h Dakota 0.08 
I 9 Florida 0.26 25 Idaho 0,08 ! 'I 
f 10 Arizona 0.25 26 Ohio 0.08 

I 

11 Mississippi 0,24 27 Arkansas 0.04 
12 Oregon 0.23 28 Indiana 0.04 
13 Kentucky 0.22 29 llllnois ().03 
14 Michigan 0.21 30 California 0.00,, 
15 Louisiana 0,20 31 Nevada 0.002 
16 West ~fr&inia 0.20 32 See notes 
Notes: Georgia, Maryland, Mfosouri, North Carolina, Pennsylvania, South Carolina, and 

,,-, Washington have no state or local energy taxes. 

·-~·· 

Under the $3 per mcf scenario, little change occurred in the ranking of the top six states 
(Table S). Wyoming, Alaska, Kansas, New Mexico, Colorado, and Oklahoma, the top six states, 
respectively, retained their relative ranking from the $4 per mcf scenario. Florida moved from 
ninth to seventh in the rankings, Texas dropped one posktion to eighth. Montana remained in the 
ninth position. Louisiana moved from 15th to tenth. Again, the fifth through the tenth positions 
wen, only separated by $0.09 per mcf. Very little change occurred in the remaining rankings 
(Table 5), North Dakota remained in the 24th position. 

Under the $2 per mcf scenario, considerable shifting occurred in the ·,op ten positions 
(Table 6). When compared to the $3 per mcf scenario, Alaska moved from second to first, 
Florida moved from seventh to second.· Wyoming dropped from first to third. Kansas and New 
Mexico each dropped one position. Louisiana moved up from the tenth position to the sixth 
position. Colorado, Oklahoma, Texas, and Montana all dropped in position. Again, the fifth 
through the tenth positions were only separated by $0,07 per mcf. Although somt shifting of the 
states occurred in the remaining rankings. the only notable mention was that North Dakota 
moved from 241h to 20th (Table 6). 

I 
I 

' I 
j '1 ----
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Table 5. Effective Energy Tax Rates for New Well Production, by Gas Producing State, $3 per 

.0 
MCF, 2001 
Rank State Tax Rank State Tax 

• S/mcf • .. S/mof'-
1 Wyoming 0.38 17 West Virginia O,lS 
2 Alaska 0,37 18 South Dakota 0.14 
3 Kansas 0.30 19 Alabama 0.14 
4 New Mexico 0.30 20 Virginia 0.09 
5 Colorado 0.29 21 New York 0.09 
6 Oklahoma 0.27 22 Nebraska 0.09 
7 Florida 0,26 23 Tennessee 0.09 
8 Texas 0.22 24 North Dakota 0,08 
9 Montana 0.20 25 Ohio 0.08 l 
10 Louisiana 0.20 26 Idaho 0,06 

I 11 Arizona 0.19 27 Arkansas 0.03 
12 Mississippi 0.18 28 Illinois 0.03 l 

! 
13 Oregon 0.17 29 Indiana 0.03 l 
14 Kentucky 0.17 30 California 0.004 I 

15 Michigan 0.16 31 Nevada 0.002 1 
1 16 Utah 0.15 32 See notes 
J Notes: Georgia, Maryland, Missouri, North Carolina, Pennsylvania. South Carolina, and 
l Washington have no state or local energy taxes. I 

,~ .... 

Table 6. Bffectlve Energy Tax Rates for New Well Production, by Gas Producing State, $2 per 
MCF,2001 
Rank State Tax Rank State Tax 

-$/mcf .. • S/mcf .. 
1 Alaska 0.30 17 Mississippi 0.10 
2 Florida 0.26 18 South Dakota 0.10 
3 Wyoming 0.25 19 Alabama 0.09 
4 Kansas 0.21 20 North Dakota 0.08 
s New Mexico 0.20 21 Ohio 0.08 
6 Louisiana 0.20 22 Virginia 0.06 
7 Colorado 0.20 23 New York 0.06 
8 Oklahoma 0.19 24 Nebraska 0.06 
9 Texas 0.16 25 Tennessee 0.06 
10 Montana 0.13 26 Idaho 0.04 
11 Arizona 0.13 27 Illinois 0,03 
12 Oregon 0.11 28 Indiana 0.03 
13 Kentucky 0.11 29 Arkansas 0.02 
14 Utah 0.11 30 California 0.004 
15 Mi(:higan 0.11 31 Nevada 0.1."'02 
16 WeM VJrgir1ia 0.10 32 See notes 
Notes: Georgia, Maryl.and, Missowi, North Carolina, Pennsylvania, South Carolina, and 

', ._ __ _./ Washington have no state or local energy taxes. 
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Conclusions 

The tax schemes. rules, and rates differed greatly among the oil and gas producing states. 
Some states have no state or local energy taxes. Several states have relatively straight forward 
and simple state tax rates and rules, which were usually a fixed tax rate (%) of gross value of 
production, Other states had more complicated mechanisms for detennining state tax collections. 
such as exclusions or adjustments to the nominal tax rates based on one or more combinations of 
well type. well age. well depth, well output, field productivity, gross value of energy output, 
working and nonworking (royalty) interest shares, local ad valorem taxes paid, and oil and gas 
prices. The latter states represented the greatest need to estimate average tax collections over the 
life of a new well to detennine an effective tax rate, 

Ad valorem tax coJlections were usually tied to a variety of tax assessment procedures, 
some which included the value of extraction equipment, discounted future values of energy 
output, estimated values of remaining field reserves, energy prices, working and royalty shares, 
and miscellaneous factors. In nearly all cases, ad valorem taxes varied by local taxing 
jurisdiction (i.e., county, school district) within each state and among states, and involved 
applying local mill rates to assessed values. Ad valorem truces ranged from 12 percent to nearly 
90 percent of the effective tax rate among the states. 

States were ranked from highest to lowest effective tax collections per barrel. Outside ot 
Alaska, very little change occUtTed in the ranking of the top 10 states when oil taxation was 
compared between $2S, $20, and $1 S per barrel. The top four states remained unchanged in each 
situation. In all three price scenarios,, the fifth through the tenth positions were separated by only 
a few cents per barrel. Changes in the price of oil, for the most part, only a"fected the relative 
ranking of a few states. 

North Dakota ranked eighth or ninth in effective tax rate per barrel depending upon the 
price situation. When North Dakota was compared to its neighboring states in all three price 
scenarios. it had a considerably lower effective tax rate per barrel than Wyoming, had a slightly 
higher rate than Montana (i.e .• about five cents per barrel or less), and was noticeably higher than 
South Dakota. 

States were ranked from highest to lowest effective tax collections per mcf of gas. In the 
first two price scenarios for gas ($4 and $3 per mcf), very little change occurred in the relative 
rankings of the top l 0 states, with Louisiana being the only exception. However, in the final 
price scenario ($2 per mcf), a number of states switched rankings, due largely to the degree to 
which each state's trucing system was affected by gas prices. Most of the states which either 
entered the top 10 or increased their relative ranking in the final price scenario had taxing 
systems that were less sensitive to changes in gas prices, and the states which fell in rank were 
those which had tax systems that were tied very closely to gas prices. Overall, effective energy 
taxation for gas was more variable. in tenns of state rankings, than oil taxation. When compared 
to oil taxation, more states have tax rules for gas that are not directly tied to energy prices. 

This report is property of the North Dakota Association of OIi and Oas Producing Counties and may not be copied, 
reprinted, or redistributed without permission, 16 
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' North Dakota ranked between 20th and 24"' out of 31 states collecting energy taxei; from 
gas production. When North Dakota was compared to its neighboring states in all three price 
scenarios. it had a considerably lower effective tax rate per mcf. Wyoming, Montana, and South 
Dakota each had a higher effective tax 'rate per mcf in each price scenario, 
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• The c': and gas rtdus\ry in Nor1h Dakota has 

explored-and drilled the grass&aod$ for the 
past 50 years and has a proven tr.ack record 
of being able to produce oiwilhout disrupting 
the environment or wildlife_ 

• The industry. in cooperatiOn with the Forest 
Senrice. has restored over-500 wells and 500 
miles of roads in the national grasslands_ 
"This represems more ttian 5.500 acres 

=~lheoiatd r 
• Twenty-se'<len pen:ent of 1t1e stale's oil 

production and 30% c:l lhe slale's producing 
1lllelsareon1he~ 

~
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• The state's onl) operating aude oi Alfinery is 
at Mandan. It has a Oaiy capac.ayof about 
60.000 banels. 

• "lberearenine 
natural gas process­
mg pJana (4:Jealing 
in western Nu1h 
Oakota.. They are 
located near Taoga. 
Ambrose. Kildeer. 
Lignite. Rhame. 
Gorham.Arnegard. 
Tld1elsand 
Mannarth.. 

• The nine natural 
gas processing 
plants prOCNsed 
enough nellnl gas 
in 2001 to heat 
-t66_000Norll 
Dallola ll0U5flhdds 
for one year_ 

( 

MIEIWilE GAUON&O: 
f"600UCl"DSIIIIS)fRDII 

BICtl8MRELOFOUJEOL 
(42GIIIGll&ina ..... 
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• North Dakotans pay 21 cents state tax and 
18.4 cents federal tax on each gallon of 
gasoline and diesel fueJ they buy. 

• North Dakotans used over 364 mition gallons 
of gasoline in 2001. and 496 million gallons of 
diesel fuel 

• Gasoline a!ld special fuels taxes raised $115 
million in tax revenue during 2001 - up 
~fu:lm$112 million 1he pre-nous year. 

( _.. ··-• funds are used pMlarily for road 
. .ruction. 

~~:: .-: •.• 'C -~~·?-10fiJ~f ~: <~~ _-= 

6 Apri 4. 2001 marked the 50" Amiversary of 
1he discovery of oi in North Dakota. Jt was 
on Apri 4. 1951~ 1hat 1he Clarence Iverson #1 
wet came in near TY.lQB in VMiams County. 
Thalwel PfOduced more than 5851housand 
barrels of oi over28 years. 

• Prior to lhe ciscollesy of oil in 1951. 64 wells 
had been drilled m the s1ate dating back to 
1910. Sinc;e 1951. another 14.000 wells 
have been drilled fl North Dakota: 

♦ The average crude oi posted price for Nor1h 
OUota in 2001 was $21..29 per barrel That 
represenleda~ deaease from the 2000 
average of $29.95 and a 29% inCrease from 
1he$152111V81age in 1999. 
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• The future is bright for the oil and gas industry 
in North Dakota There is a huge amount of 
oi and gas still in the ground in areas lhat 
have not been explored_ New technologies. 
new discoveries, and new work in older fieldS 
have -vastly increased both the oodS of finding 
oil and the efficiency of producing it 

ffi~fi&Wi 
• The biggest source of energy in tf1e United 
~ iS petroleum - oil and natural gas_ 
Together. they supply 65% of the energy we 
use. Oil furnishes 40% of our energy. n,t,~~ 
gas 25%, coal 22%, nuclear 8%.. and ( 
renewables4%. · \ ·-

♦ The average driing rig count in lhe U.S. for 
2001 was 1,156. up from 918 in 2000. The 
aff..time high W8$ 4.530 in 1981. . 

• U.S. crude oil productiOn in December of2001 
was 5.9 milf10n barrats per day. 

• Total imports averaged 11 mition barrels per 
day for 2001. up 2.2% from 2000. 

• The United States imported 57% of its crude 
<>ii in 2001. The largest lmporters to the U.S. 
ae Canada with 10%. Saudi Arabia with 8%, 
Mexico wi1h 7.2%, N'igeria wit.l)-4%. and Iraq 
wm 4.8%. OPEC countries suppfied about 
28% of our r.ation's daily oil needs. Russia is 
1he largest producer of oi in the worfd. 

••••••••••••• 
NJ data from latest year available. 

For sources or additional inlonnation, contact 
North Dakota Petroleum Councn 
Box 1395, Bismarck ND 58502 

Offices at 
120 North 3rd Stree~ Suite 225 

. 81nwck. ND - {701) ~,. 
· www.ndai..org • www.api.Qfg ,, 
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• The: Oii and gas industry in NOt1h Dakota has 
explOred and dri!led the grasslan<fs for the 
past 50 years and has a proven track record 
of being ab!P- lo produce oil without disrupting 
the environment °' wildflfe.. 

• Toe industry. in cooperation with the Forest 
Service. has restored over 500 wells and 500 
mires of roads in the nationaC grasslands. 
This represents more than 5,500 acres 
returned to vegetation after the oil and gp-
reserves were depleted.. ( 

• Twenty-seven percent of the state's oil 
production and 30% of the state·s pcoducing 
wells are on the grasslands. 

• Th& state's omy operating crude oil refinery is 
at Mandan_ It has a daily capacity of about 
60.000 barrels. 

• l'helearenine 
natural gas process­
ing plant$operating 
in western North 
Dakota. They are · 
focafed near T10ga. 
Ambrose. Killdeer. 
Lignite. Rhame, 
Gocham. Arnegard. 
Trottersand 
Marmarth.. 

• The nine. natural 
gas processing 
plants processed 
enough natural gas 
in 2001 tG heat 
466.000 Nocth 
Dakota hotlsehokfs 
foc one year. 

( 

AVERAGE GM.l.0NS .OF 
PR00UCT DERMO fROU 

9.a(BAAAE!.OFalUDEOll. 
{42Galocl8na81Pw} 

• North OakOtanspay 21 ~tss18tetaxand 
18.4 cents federal tax on each gallon of 
gasoline and <fiesel fuel they buy. 

• North Dakotans used over 364 mfiJn gallons 
of gasoane in 2001, and 496 million gallons of 
cfiesel fuel_ 

• (?asofine and special fuels taxes raised $.t 15 
milr10n in tax revenue during 2001 - up 
sr,gettly from $112 million the previoUs year. 

( ···.e ~s are used primarily fcx" road 
• ;ruction. 
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• April 4. 2001 marf<ed the 50" Anniversay of 
the discowcy of ail in Nor1h Dakota. It was 
on .Apd 4. 1951. that lhe Clarenc:e lversop #1 
well came in near-Tioga in Y,W"'lallCCounty. 
Thatwel produced more than 585 thOuSand 
barrels of 011 over 28 years. 

• Prior to the discovery of oil in 1951. 64 wells 
had been driled in the state dating back .l 
1910. Since 1951, anolher 14.000 WIiis 
have been dliled in Nodh Dakota; 

♦ The average crude oi posted ptiCe for Ncx1h 
Dakota in 2001 was $21.29 per barrel That 
represented a 22% decrease ftam the 2000 
average of$29..95 and a 29% increase from 
the S15.21 average in 1999. 
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• The-ruture is bright for-lhe oi a,ct gas indusky 
in North Dakota. There is a huge amount of 
oi and gas still in the ground in areas hit 
have not beta.1 explored.. New technologies. 
new diSCoveries. anCf new work in older fillllds 
have vastly' ilaeased both lheoddscimding 
oil Md the efficiency at producinG it. 

~- _--;-:-~-.-;":-:·= .,:....;..·- ... ..,. ~ 
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• The. biggest source of-win lhe Uniled 
States is peuoleum-oi and natural QIIS.. 
Togelhel'. fheysupply-65% «the energy-we 
use. Oil fifflishes410%ofour energy.r~ 
gas~ coal 22%. nuclellrK.. and 
renewables.4%.. . "·. .; 

• The. average driling rig can: in the U.S. far-
2001 was f .156. up from 911' il 2000. _'fhe 
all-time high was 4.530 in 1981. · 

6 U.S. crude oil produdion in 0ecemt)er af2001 
was 5..9milion bart8's per-~- · 

• Totarmpcxtsaveaaged 11 mllion barnlisper 
dayfor2001. up 2.2% fiorn 2000.. 

• The United states imported 57% «a. QUCfe 
oil in 2001- the largest imponers ID 1he U.S. 
sacanada wilh 1~ SaudiArabiawill 8%. 
Mexico wilh 7 ~ Nigeria lllih 4%.«dbq 
wilh 4..8%. OPEC countries-supplied llbcu:. 
28% « OW" natbns daly oi needs. Russia is 
the largest producer of of., the worfd.. 

••••••••••••• 
M data from lllleltyearme:lst!t 

FQr 80Ul'0IS (I(' .sdlioMf infocmaoa. ~ 
North Dakota Petroleum: Couacft 
Box t395, 8.......-ck·ND 515ft 

Offices at -
120 North 3rd Street, Suite !:w,-­

-8~ ND -. (701) 223 ..:7' 
. w_ww.ndoi.org • www.ap.org \~ -
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• North Dakota is the ninth largest oil produc­

lng stale. The stale produced nearly 87.000 
barrels of oil per day in 2001. totafmg rnore 
than 31 million barrels forfhe year. · 

• An-time production of crude oil in North 
Dakota amounts to more 1han 1.4 billion 
barrels. 

• At the end of 2001. there were 3.287 wells 
capable of producing oil .and gas in North 
Dakota. The average Nol1h Dakota wy' -
produced appcoJClttlafflly 26 barrels p' 

• An estimated 58 billion cubic feet of natural 
gas was produced and 512 bilfion cubic feet 
af natural gzs was proce$Sed in North 
Dakota during 2001. 

• The state·s oil production dipped slightly in 
200t for the fourth consecutive year. Tolaf oil 
prcduction fortheyearwas31.691.091 bar­
re!S. down 1.023.431 from the previous year. 

tll!t!: 

1993 

'1994 

T99S 

t9!16 

t997 

t9911 

ANNUAL CRUDE OIL PRODUCTlOK 
(6ARREl.S/ 

IN NORTH DAKOT'-

:as.a 

f.,l!UJON$ 
OFSARRB.S 

<WOIL 

• The driJfing rig count. which is a prime __ 
barometer foe measuring ail and gas a( 
averaged 14 rigs a day in 2001_ lhe p._ 
year fee drifing rigs was 198t. with an 
average monthly rig count of 119. The all­
lime hgt was .-. Octobe£ d 1981 wilh 146 
rigs operating. 

( 
\ 

DRILLl'-G Ries 
tit UJ 

__ , _____ ,.. __ 
• There were 178 drilling pe,mits issued during 

2001. compared to 1.32 the previous year • 
Approximately 137 Wflfls we,e comp(eted 
during the year - up 90% from the previous 

{ 

... :(!,._ 

zontal or directiooal drilling accounted for 
' r £'K. of the new wells driled in 2001 and 

accounted for 25..9% of the state·s total oi 
production. 

• The success ratio for wls in existing fields 
in 2001 was 92% and for-wildcat wells it was 
41%_ Horizontal wells were successful 99% 
of the time. The overaff industry success rate 
in North Dakota for 2001 was 85%_ A widcat 
well is a new well drilled at least one mile 
from existing production.. 

• The deepest vertical well drilled laSt year in 
Nof1h Dakota was 13.970 feet. The average 
depth foe a North Dakota wen in 2001 was 
12.001 feet oompated to S.334 feet nation­
wide. 

• The average cost of completing an oil well in 
Noctn Dakota was approximately $1.3 miflOn 
dur.ng 2001. The average cost of completing 
a well in the U.S. was just under: $800,000. 

Wr;.-:-; f 1::-:r~;T::7"t I r«r:f.f ~\-";:~ \~1~ ~-~1=-- :....~-- __ := ....... : .~~..:::~e,_ ___ __:,:.~.-· 

(
:-n,ere are 17 counties in the state wlh com-­

-cial oil production.. Oi and gas~ 
'-~-- .I hasoccurtedatsomepointine'MCy 

county in the state except Trail County • 

• Stark County was the top producing county in 
2001 accounting for 17.2% of lhe state•s al 

production. The other top produCaig ~ 
ties~ McKenzje. Billings. Bowman. a,d 
Wiliams. 

(:~_::f~ · :' !ii Jr': · · · -· -~ -
• Thefewere more1han 2,200 Horii OIIGDlal• 

atwortci'\ theol palet\ ir\2001_ Paakalfield 
employmentocx:umad i'\ late 1981. -­
more hm 10.000 people werewortcing m Ile 
oilpatch. 

• Eachdriqrig~inapptOXiQ'ldely120 
dired.aad ind«ectjobs. 

•OlhlH"sec:bsofthepe11aleun1nlustry' 
include~ gas plants. pipeli ies ..... 
gasoline stations. wholesalers, Md ttaisport­
ers. lheS'ldlJStryallogether"~more 
than 9.000 peopi. in Nor1h D8koCa in 2001. 

• Job Selvice Nodh Dakota reports 1hat n 
20001hlt~yemrwaaant1teminnQ 
industry. which includes oi and gas eaac,. 
1ion and coel mining, was.s«.305- Thal 
wageis80%.abcwethe·stalewidea\Wage 
wagecf$24.683-

---~-- - ~ -- - ._..,_ ' . ~ - -
Ee;"- r--\", ~~-·,~,' t-· .. .:.~;; ~ · '--~- - ... - .. - .... . ... 

·· .. 1· 
• Hiighe:'crudeoi prices iR20011ed1Dh&9t 

1axc:,alladQtS fortheSlllledNcdJ Dlliola. 
CotJnlills andac:hom .,..,...bm. 
creased al and ga&tmtcolldb~-.... 

r)-
i . 

, _::-'--=.;,.___., .. ,.;.,~.._-~~-.. -..:..._-,,_...::._~ ... 7 ·..,_,._,.-..,..,'.;"~~-..:.. .:: _·.,.,;.--
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Stale tax re.venues f- ·· '2001 were $63.7 
milion. reit- est -ting a 1~ decease uorn 
2000. 

1·~=1 

____ ---.r ___ __ 

CAIEMDAR YOlt 

*(~allcl .. _i!llidtll'1:!)ll~-..aadag 
- ..--..dwS..p,adrdiDll1atall•-.:1-wt 
-.·, afMtlS.aaclilln111r-

• M4rneoitaxrevenues1o 1he511111ehal!e 
exceeded $1.9 billion.. 

• The. ... erage pn,duc::tiQnandemadion tax 
pajdoncrude0oli12001 was7.4'"-. lbetax 
rate on audeoi varies bl!tl reen 5,i.and 
11.5% depeoding .JpOl\ lbe typeofweL 

• The ta an nalural gas is a Batbr cents pe,-
1bousand Qltliefeet (met)_ tn 2001. h Sate 
coleded $3_ 1 rn1lion in nalUAl gas taxes. 

• Over1hepast51 ~ 1heS:aie-dNaaa 
Dalcml has A!IC:8MMf moretian $510 milion 
fi'omoiandgasleases.bonuses. ff¥lltie$ 
and rentals on stare:llnf- Oding 2001. 
nearly $1.'48 mliollwentto 9-lands and 
Minenlls Trust and over $8_10 m&orl 10 the 
Board cf Univeaily and School lmds Trust. 

• U.S. Forest Semce adn1.r1ist819CI laxfsm 1he 
Ufle~Naliunii ei.s1.-m provided 
oi and gas revenuesof$15.l million cbqf 
fiscal,..-2001. Of11'8tar.od. one-bdl. 
cr$3.8 ~ was reuned 1o McKenzia. 
Biliuus,GddmlV.-.,andSlopeec..tties 

('-:S~am:~am;:d 
< Ad mcn1ban Sf3_f million during lscal 

year 2001. Half of1batanount $6.6 million. 
wasndumldto111&....-sganerabldand 
an.intmoner, expendedw«traftan 
stats._ 
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Local Needs Assessment by Function 
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~-----1.6% I /1.1% 

,r-2.9% 
....... 

4.7% 

87.7% 
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LOCAL NEEDS ASSESSMENT - COUNTY AND BY CLASS OF SUBOMSION 
Data Collected by the ND Anociation of on and Gas Producing Comdiu 

Counties Schools Cities 1i Fire/ .Ambulanca 

$224.500 $ 224.500 

I $3,105,000 $297,652 $273.900 $108.000 $ 3,784.552 

I $130.000 $30.000 $6,500 $ 166.500 

I $65,000 $ 65.000 

I $656.500 $40.500 s 697,000 

Golden vaney I $190,000 $ 190,000 

McHenry $46.000 $ 46,000 

McKenzie $150.000 $304.375 $25,500 $ 479,875 

Mountrail I $243.000 $22.953 $ 265.953 

Renville I $2.018,500 $ 2.018.500 

Slope I $669.000 $ 669,000 

:Ward $60.000 $ 60,000 

iWillfams I $900,900 $ 900.900 

TOTAL $7.137,000 $447.652 $1,569,228 $ 9.567.780 

) 

7.3% 

2.0% 

100.0% 

•,~ c~ _,_~~~-~j---s--~-~' ..,.~-~-~-.- ----------------------------~------------- ·----

, 

•• rl, 

~:~J 

. ' 

-



~ 

L 

..... :r- l ,: 

Ii!! l 

--- I 
i 

... =to !:f ::s,-•!,-•­---10 i!·,­. -i o_ ,.,o 
~, ::s 

- ;r -, .. . -- . ..... JE•­
~o---· nr• - , - . 
=ii .... ~. 
::r ... 

• ◄• 

!it 
l*:t 
t!i G!f. 

11, 

-81 •1 
i• 
•I• -... -&•--.I 
~ .. i. :1 .. ::ri 0 

!ol 
~-~ ... ~ 

i ~-
1 
1 ,'1! 

i 
±f 

_:r_ -· o•:, .,.-. 
!:f­i,I '"-.. o_ 
;:!! ,-, --1 :.c::;,_ • • < ,.,-_ ti .. t,~·:: 
0--.·>--..... ~,: _.-

,: 
;. 

r 

.. -• 1:-
::ri , .. '-ec ·.~,tt· 
.a ~!F~­
!.i-~r-~: -
i!li-:-~-_c -~. :·.:,:: 
!t. ~: 50·.' tfil~·-_ 

)..:

-!, -

- . -

( \ ...___, () 
-,_;;_ - --~ ;_ - •'< ,__ ,.,;_ .. - ----- ~,, ,.-.. .. , .,.. .. ~-"'•--,.. ..... ~-• ..,- •---...-........... •,.,o, -r-... ,•, "---~, .... -.~i--A~.:.. 

ND Association of Oil Gas Producing Counties 
Needs Assessment List 

) 
-· ---~- - ·-~ ..... ·----:..➔:.- ·-..,,- • - ..,;._' -
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PROJECT COST IIIPACT 
•• r •--- < •}.,<.<_.•,..,_~.,.•.-.• '•-•---• _.,_-•: --.-~..,..;_,...-.....,_-..-•:.---•,.. ,t __ --......,•~- "w"~--••:,..~ .... ,~~ -,.._,_ ~~'• ,-;_;.,._...,,._~ ,......,., .. ,,.__-...,.. ,,; '-1',.."r"~.? ..... -:-r-.ri--'v!..--........-:'~r.~-~,._--..;.,;:•, J''.J_•_ .,-,_--111,"-:.,...,-,>-_"'"°:'"'N'.-;6,.JI,-,-......... --.• -~~--♦- ....... -♦-:,:i,, .- ~••--

eomNEAU COUNTY 
CITY OF ANTLER 
CCTV MAINTENANCE 

TOTAL FOR CITY OF ANTLER 

CITY OF BOmNEAU 

STFlEEr PAVING 

WATER TREATMENT Pl.ANT 

TOTAL FOR CITY OF BOTTIHEAU 

CITY OF KRAMER 
SEWER ANO GARBAGE ASSISTANCE 

TOTALFORCctYOF KRAMER 

CITY OF LANSFORD 
STREET REPAIR 

TOTAL FOR C1TY OF LANSFORD 

TOTAL FOR BOT11NEAU COUNTY 

BOWMAN COUNTY 
BOWMAN COUNTY 
OUFRa.D ROAD 

COMMUNICATIONS FOR SHERIFFS DEPT 

BOWMAN HALEY ROAD 

WALLMAN ROAD 

SUNSET BUTT&MARMARTH ROAD NORTH 

MARMARlH ROAD SOUTH 

EGB.AND ROAD 

TOT.IL FOR 80WIIAN COUKIY 
•---•~_-:..a....:,_-~• r•_:... :_~ ~-..,•-..e ... ~~~•.:....::..~ - ~ 0 • _-,_-.;.;......,..__;- ,f,.._-:;-,_. - :..... • .,:.,. .,.:-_-_,,--_,.., .... _ - .,.• -.•~>!,. .,_. ,-._-,.- -....- ....._,':.:~,~"'.,.:r~ ..... :~-::-c-- ,-',_~...._.;:._,.;;. 

M.SOO 

'4.50D 

$2.000,000 

$8.000.000 

S1o.mo.ooo 

$10,000 

S10.000 

$10,000 

$1Q,IJGO 

$1D,GH,$00 

$250,000 

$10.000 

$250.000 

$215.000 

$1.100.000 

$4IO.GOO 

$315,000 

S2,8IDJINI 

M.SOO ...., 
$200,000 

so 
S2CJO,GDD 

$10,000 

$10.000 

$10.000 

$10.000 

~ 

$250.000 
$10,000 

$250.000 
$215.000 

~100.000 
$480.00l\ 

$315.000 

aaa,aao 

..... fol9 
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-~~,-"y"'--- .. _4_...:;.__ ~~ ---------=- ---~--=-.--a,.-· .. --~-• ... ~~--:..--. .;.;._ _____ - _. 

PROJECT 
,., - -~-

BOWMAN COUNTY 
DtALHOUSE ROAD 

TI>TAL FOR BOWIIAH COUNTY 

BOWMANPSD 
BUS STORAGE FACILITY 

CONCRETE REPLACSIENT 

ROOSEVELT SCHOOL SIDEWALK ANO PARK:NG LOT REPAIR 

UPGRADE PHONE SYSTEM 

REPL\CE GYM FLOOR 

HIGH SQfOOl. WINDOW REPLACEMENT 

MIDDLE SCHOOL BATHROOM RENOVATION 

LOADERIUT1UTYTRACTOR REPLACEMENT 

TOTAL FOR BOWIIM PSD 

ADELAIDE TOWNSHIP 
BRAATEN MILLER ROAD 

TOTAL FOR ADELAIDETOWNSIIP 

BUENA VISTA TOWNSHIP 
GRAVELROAD 

TOTAL FOR BUENA VISTA TOWNSHl 

GOLDRELD TOWNSHIP 
GRAVEL ROADS 

TOTAL FOR GOLDFIELD TOWNSHIP 

HALEY TOWNSHIP 
GRAVEL ROADS 

TOTAL FOR HALEYTOVfKSIUP 

,- ... ..:... . ~ 

COST 

$425.000 

sas.aoo 

$29.425 

$32.163 

$19.200 

$1G.2SO 

$33.696 

$19.316 

$51.,532 

$42.000 

$217,152 

$14.500 

$1 .... 

$16,000 

$1UGO 

$9.«JO --
$7,.500 ., ... 

IIIPACT 
-- ----- ,. ... -~»- - ..,.: •• -

$425.000 

sas.aao 

$29.GS 

$32.163 

-$19.200 

$10,250 

$33,,696 

$19.386 

$51,.532 

$42..000 

$217,,fm 

$1•.SOO 

$14.SDD 

$0 

so 

$9...00 ..., 
$0 -

-- • _. .- . .....,, i.·, ......... - - --
• --• '·c., •-- .... ~-·,w,..-".:: - _;__-,_~ --:➔ -~.;,..,.~!;;..--. ,...,.·-,~ ...._ __ .; .. --..-.......:,u•-:,~- •,...:;..-......-. ...._ ,.; __ ......... -

T--,.Y. Qecearller31. 2002 ,..,,.2o1• 
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PROJECT 
---: --~ __ :_...--_:- ... -"- - : ~- --~:-,,,.-•_.....,,, - ' -· ... , ___ _ 

LANGBERG TOWNSHIP 
ROAD REPAIA ANO MAINTAINANCE 

toTALFOR LANGBERG. TOWNSHIP 

NEBO TOWNSHIP 
ROAD GRAVELING AND MAINTAINANCE 

lOTALFORNEBO TOWNSHIP 

STAR TOWNSHIP 
ROAD CONSTRUCTlON ANO SURFACING 

TOTAL FOR STAR TOWNSHIP 

STILLWATER TOWNSHIP 
GRAVEL ROADS ANO REPLACE CULVERTS 

TOTAL.FOR STILLWATER TOWNSHl 

WHmNG TOWNSHIP 
CULVERTS ANO G-~"vtl. ROADS 

TOTAL FOR WHll1NG TOWNSHIP 

RHAME RURAL RRE DIS 
STORAGE BUILDING 

TRUCK.AND EQUlPMENT 

TOTAL.FOR RHMIE RURAL FIRE DIS 

SCRANTON RRE DtSTRI 
WATER TANKER 

TOTAL.FOR SCRANiON RRE DIStRl 

TOTALFORBOWIIAN COUNTY 

~- "" ,; ~ .• ,r- ~-. 

) 

-..:_,_ L ._,__._-__ • • ,_ ... - ... ..:::....., 

COST IMPACT 
_ .. ,,..- -:-.- ~ .a-,• -- ... ,.._ - ·-· ,_ .. ---

$180.000 $180,000 $1-- ffl!D,000 

$40,000 $«>.000 

$40.0IJO MO.GOO 

$.10,000 $30,000 

ao.oao $3D,GOO 

$15.000 so i 
t 

$15.000 so ~ ... 

$19,274 $0 

$19,.274 $0 

$38,000 $38.000 

$40,000 $40.000 

$78,GGO S1UIO 

$30,000 $30,000 

sa,aoo $30JIDO ..,...,. ~ 

- ~- '- -r 

·-·· .-';.o._.., ... _-·-.,..;. ~-,, .. ..:.-.· . , • .;·,-·_- ..,...,_;._ ..... _....!),~~..._·,;_-;;:.-_;_-;i:-: .. 1.;~-:-.- .~__.-,..,.;,,#·a-:.:,;;..-1..:::.....__•)·~-~~-•-:--,.~~-~:.,...:_;_:r-...,...r,;,.:.__ ___ ....... ..;...-.. •.. -~....r~.:.__.;:_:~i....:-:-:;~ ... · .... _. 

TuadaY, OecelnlMlt'31,200Z. 
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PROJECT 
-::-__ .: "•.: ..... ~::....-~ --- -.: ___ ~-.:-~~~~--~-:--~.-·.:__.._,_,.,. '. - ·-- --~ .. •---:.~- :...:.. __ :'-<"-~C.. ,~ -~- -·-----. 

"- .._-t.--·- ----- .-,-.· -- .:•,'t •• _ .... -,-,V..-,:,~ -c ..... ,, -~ --

BURKE COUNTY 
BURKE COUNTY 
PATROL VB-lla.E 

GRAVEL 

RlGHrOFWAY ACQUISffiON 

TOTAL FOR BURKE COUNTY 

CITY OF BOWBELLS 
STREET REPAIR 

TOTM..FORatY OF BOWBELLS 

BOWBELLS FIRE DISTR/ 
TANKER TRUCK 

TOTAL FOR BOWBEU.S ARE DISTRI 

J'OTAL FOR BURKE COUNTY 

DMDECOUNTY 
DIVIDE COUNTY 

LAW ENFORCEMENTPERSONNaAND VEHICLE 

TOTAL.FOR DMDE C0UNtY 

TOTAL FDRDWIDE'COUNTY 

DUNN COUNTY 
DUNNCOUNTY 
ROAD CONSTRUCTION. BRIDGE REPAIR. GRA.va. 

TOTAL FOR DU&-i COUNTY 

·~~- ~------. - ..... 

COST 

$10.000 

$100.000 

S20.ooo 
$130.000 

$30,000 

$30.00D 

$6.500 ... ,,.., 

$85,000 

SIS.GOD --
$6156,500 ..... 

IIIPACT 
-- - .. _ -·.. ~--::•-.. .,- .. 

$10.000 

$100,000 

$20.000 

$130.GGD 

$30.000 

ao.oao 

$6.SOO 

S&.500 
$1auDO 

$65.000 ----
$6S6.500 .... 

- - ~-..:.. .~-•----· .... -,-..~,., .:.,.- •- ·_ · -_....,_;;:i-"~~...._ ~---..,_~-_c_.;;._.;._•;-~--..-."..~ 'L:.__,.,_ ·.;.;:~:'"'.:.:-..,;'.-.-:,;,,~.-.,_--=--.-~:.....;::.,:~...,-~~:;.;..~-- ~ • ..;. --~-----~{=.::.:._~-,.~.:,;~~ ,.._ ---..,..._~~-• •,._,--..•.:_.:~~-~.!,._-'\!'i.,;.~.,,._:~~----•.•~n""--~"..r~----

Tunttay. o.c.m11er 31. 2002 
Pat,e4ol1' 
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PROJECT COST IIIPACT 
-- _-::_.._ - -·~~- - ,--•---~- __ , -- :_ .. __ .... ,....;.---•-•• •~.•- ,..! ..... c.,;c..::-•••~,• .,,.. .. • ..... --•••--- •' ---•• :-,,-:;:..,.-,,.•••--•••• • •--••• •••-•,-•~ ~ ... : •• ••~•~.!.;>.-- 0 ... :,.. ,..,,,..._, __ .... -~ ... , .,-r .... • ,-!"':..,.!~~- • ••-.. -.,,-___ -,, ................. ~, ••---T_..,,,. 

C11Y OF HAWDAY 
STREET" REPAIR 

TOTAL.FOR CITY OF HALLIDAY 

C/TY OF KILLDEER 
PARAMEDIC TRAINING 

TOTAL FOR CITYOF ICILlDEER 

TOTAL.FOR DUNN COUNTY 

GOLDEN VALLEY COUNTY 
GOWEN VALLEY COUNT 
ROAD EQUIPMENT 

TOTAL FOR GOLDEN VAi.LEY COUN 

TOTALFORGOUJEN VALLEY COUNTY 

MCHENRY COUNTY 
CITYOFVELVA 
CITY HALL ROOF REPAIR 

TOTAL FOR CITY OF VELVA 

TOTAL FOR IICHENRYCOUNTY 

MCKENZIE COUNTY 
ALEXANDER PSD #2 
·PARKING LOT REPAIR 

TOTAL FOR ALEXANDER PSDn 

Cl1Y OF WATFORD CITY 
MAIN STREET REPLACEMENT 

sg$,000 

-.000 

$5.SOO 

..-
$1197.000 

$190,000 

$1ID.ooo 
$1 .. 000 

$46.000 

-.000 --
$150,000 

$150,0GD 

~000.000 

$35,000 

as,aoa 

ss.soo 
ss.soo 

SlllT.000 

$190,000 

suo.aao ,,.., 

$46.000 -----
$150.000 

$1SG.OIID 

$200.000 
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ND Association of Oil Gas Producing Counties 
Needs Assessment List 

r-~ •-'--•- ~ - _,r--• •:_:...~.__~.---.__:,__::_ ~~..:..;"'". :.~,_.,_.._ _;_, r!.,: 

PROJECT 

ARE DEPARTMENT RAl»OS. PAGERS, FLASHLIGHTS 

PURCHASE NEW AMBULANCE 

TOTAL FOR CRY OFWA"IFORDCITY 

HAWKEYEVALLEYTOW 
TREE REMOVAL. CULVERT REPLACEMENT AND GRAVEL 

TOTAL FOR HA~ VALI.EYTO 

TOTAL FORIICICENZIE COUNTY 

MCLEAN COUNTY 
GARRISON PUBLIC SCH 
ROOF REPLACEMENT 

TOTAL FOR GARRISON PUBLIC SCH 

CITY OF COLEHARBOR 
SNOW REMOVAL EQUIPMENT" 

TOTAL FOR ClTY OF cot.EHAR80R 

CITY OF GARRISON 
WATER TOWER REPAIR 
WATER MAIN REPLACEMENT AND STREET PAVEMENT 

TOTAL FOR CITY OF GARRISON 

CITY OF WILTON 
MEMORIAL.HALL EXPANSK>N 

TOTAL.FOR arYOFWLTON 

WILTON RRE PROTECTI 
AMBULANCE 

TOTAL FOR WILTON FIRE PROTEC11 

-· :_ ., 

t,i ,tr--_ 
--:: -~ .. 
:la1t ',j~. 
~~~--

Tuesdayy Dllcember31y2002 

... C· 

fii 

. -~" 

:~~1~4"?~ ... ~~ 

COST 

$14,375 

$90.000 

$2.10U75 

$25,500 

$25.500 

~ 

$122.000 

$122.000 

$20.000 

$2D.DGO 

$60,000 

$28,550 

Sll,,S!50 

$65.000 --
$100.000 

S1QD,GOO 

---~....__.,.---.......___,_ 

) 
-· 

a,pACT 

$14.375 

$90.000 

S30C.375 

$25,.500 

$2S,5GD 

~ 

$0 

SD 

$0 

so 

$0 

$0 

SD 

$0 

SD 

$0 

so 
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Needs Assessment List 
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IIIPACT 

., TOTAL FOil IICI.EAN COUNTY 

MOUNTRAIL COUNTY 
MOUNTRAIL COUNTY 
SHERIFFPATROL4X4- \/B-RCtE 

MOTORFORTARWAGON 

TRACTOR 
ROAD CONSTRUCTION 

TOTAL FOR MOUNTRAIL COUNTY 

CITY OF NEW TOWN 
HIRE POLICE OFACER 

TOTAL FOR CITY OF NEWTOWN 

TOTAL FOR lfOUN1RAl1. COUNTY 

RENVILLE COUNTY 
RENVILLE COUN1Y 
GISIGPS EQUIPMENT 

ENl..PAVEMENr-UKE ROAD SURFACE N OFTOI.LEY 

SEALCOAT21.5 MILES 

MOTOR GRADER 

ROAD DEPT PICKUP TRUCK 

ARST RESPONDER EQUIPMENT 

GRAVB. FOR OIL TRANSPORT ROUTES 

GlS OAT.A COLLECTION 

16Mll.ES OF OVERLAY 

TOTAL FOR RENVILLE COUNTY 

TOTAL FOR RENVILLE COUNTY 

Tuesday~ Deca,nbet-31:~ -•' .... --""'•··"-~·~-.. --~·"'. _,,.- - -~,-- ~ --, .• ~,c .... _, - -.~ -- . .:_-. ....: .. ,.,.__ :.,_,.,.".,,.·~- ·-""''.;: ... , ·--~ .... --s • .--- ,. 

-~%:?r~~-S.-~fr:.4.'{::;~,;~o:-~~~-~'./4~~ .... -

s,IS,550 

$25.000 S2S.OOO 
$3,000 $3.000 

$25,000 S2S.000 
$190,000 $190.000 

$20,000 S2G.OOD 

$22,953 $22)153 

P?.,953 ..., --- ~ta 

$90.000 $90.000 

$\50.000 $150.000 

$258,000 $258.000 

$305.000 $305.000 

$28,000 $28,000 

$2,500 12.SOO 
$10.000 $10.000 

$55.000 $55.000 

$1.1.20.000 $1,120.000 

S2.D1UUO ....... 
AM._.,, .... 
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SLOPE COUNTY 
SLOPE COUNTY 
MOTOR GRADER 

COUNTYSHOP 

HIRE DEPUTY 

PATROL VBilClE 

RAO(OTOWER 

GPS MAPPING EQUIPMENT 

LAW ENFORCEMENT RADIO EQUIPMENT 

EMERGENCY EQUIPMENT 

MAINTAIN AND RESURFACE ROAD· 

ROAD MULCHER 

TOTAL FOR SLOPE COUNTY 

TOTAL FOR SLOPE COUNTY 

WARD COUNTY 
WARDCOUNTY 
ROAD GRAVELING 

TOTAL.FOR WARD COUNTY 

10TALFOR WAROCOUNTY 

WILLIAMS COUNTY 
CITYOFWIWSTON 
STREET UGKTING 

CEMETARIES 

LANDF1LL 
ROAD ANO STREETS 

Tuesday, ~:11::iiiti:z -~.: .. ~"~=-""--"·'" ~ - ·.· .. ~ '. - .... ---. --· --~- --~----., -~- ~-...-·'""-'··"· ... ~ ~ ...... ~-

~~~-~:~:;;;~-?M:~--~3. •ti' ;----•-.:, 

$190.000 

$80.000 
$t0,000 

S38.000 

$25.000 

$50,000 

$20,000 

$50,000 

$150,000 

$26,000 

11■.0DD .... 
Sfi0.000 ----

$400,000 

$130.000 
$300.000 

Sl.709.000 

$190.000 

$80.ooo 

$40.000 

$38.000 

$25.000 

-~ 

$20.000 

$50.000 

$150,000 

sa.ooo ....... -~ 
$fiO.OOt> ----

$0 

$0 

$30.ClOO 

$l10.1IOO 
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U.S. Independen·.ts 
Answer The 

' 

Big uestion 
Major Increase Pl(!,nned For 2003 

By Bill Campbell 
It may be that the "more dri1lina" time has arrived. . 
One of the frequent topics within conference rooms and hallways at oil and ps 

industry gatherinp has beeJl: "With oil and gas prices above historical norms. why 
aren't DION wells being drilled?" 

Based on 'I'M J.mmcm, Oil & 006 Reporter !t anm11I Survey of Independent • 
Operators, it's time to give that question a rest. Amerlca•s independents say they 
·plan to ramp up rig activity numbers in 2003, to the tune of 30 percent-plus more 
~Us than they drilled fn 2002. 

The Reporter mails the Survey of Independent Operators annually in November 
to oil and ps producers nationwide, selected randomly from the map7Jne•s circu­
lation list. No attempt is made to identify survey respondents, and TM Rqort,:, 
staff compiles and analyzes the survey data. 

This ye••s survey results paint a picture of an industry that is coming out of the 
doldrums not so much by changing the type of wells it drills. just the frequency 
with which it drills them. As a whole, survey respondents don't indicate much 
change in the ratio of natural gas to oil weUs they anticipate drilling in 2003, nor in 
the ratio of exploratory to development wells. They are just going to drill a lot more 
otboth. 

2003 
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Change In 0pnlcn' Planned 2003 Drtft,g 
~to2002~ 

0pll lllaallMlllllll!I .,. In 
dlllanllltcld • ndl&ln pllln tD drl•18 WIii 1111 Yllf, 

wt111CN__,MICl,111t111a11at1 lllrgt plln 11> drW fflOfl ... 115 WIii. Opn• 
tori d ..... d • olwgMld crude GI on mote tMn haNttlllr aoc. 
...,..._._. .... d•g11WgMl!dnllanlg111onmcnhn 
hlldhlr2002..a.; 

•. Flame l shows that all survey respo~dents say they an• 
,.. .ticlpate drilllna 31 percent rno11 wells this year thaJ1 last. In 

addition, 64 percent of res po. ndent, say they plan to drill 
more wells (Flpre 2), and close to 66 percent say they will 
spend more money doina it (Figure 3). 

Respondent. classified as "oil well drillers"-those who 
targeted oU on more than half their wells in 2002-report the 
largest anticipated increase: nearly 79 percent. "Gas well 
drlllers"-those who targeted natural gas on more than half 
their wells in 2002-expect to be up 22 percent. 

The Survey oflndependent Operators does not account 
for dry holes, and merely asks operators what the intended 
target is when a well is spudded. . 

Pr~Jectlng the smallest percentage increase in the num• 
ber of welts they plan to drill fs 1be "middle .. category of drillen-
1hoae respondents who say they will drill 6-lS wells 1n 2003-
who report a 10 percent increase 1n the number of wells they 
plan to drill this year (Figure 1 ). But when it comes to the 

FIGURE2 
Optratorl' 2003 DrlJllng Plane Compared to 2002 

01 OIi M 

I • WIil Drill More ■ WIii DrfN Same -w111 OrlN Lett J 
IO THE AMERICAN OIL & GAS REPORTER 

percentage of comparues within that cateaory who antlcl• 
pate an increue in drllllna. these "middle driller, .. jump to 
the head of the pack. with almost 73 percent lndlcatina the)' 
will drill more wells this )'eat than last, compared to 70 pet• 
cent of "large" drlllen and 56 percent of "small" driJlers 
(Flaure 2). 

Companlea that say they plan to drill 0-5 wells this year 
are cateaorized u "small." while those who say they plan 
to drill 16 weU. or more are categorized as "larp" drillers. 

Again, oil well drillers are more optimistic than ps well 
driller&, with 71 percent of the oil category pl-1na to drill 
more weU. this year than last, compared to a little more than 
60 percent of the gas cate1osy, 

· Perhaps retlectlna more confidence in thelt ability to at• 
tract investment capital. companies in the 1arp driller cate­
gory moat often expect to 1ncreue their drillJJla budgets thla 
year. with 78 percent reportina a planned hlcreue ln spend­
ing (Figure 3), That compares to 59 percent of the medium 
driller category that say they will spend more mooey drilHna 
wells this year. and a little less than 62 percent of the small 
driller category. 

Apin, oil well drill~ arc more optimistic than gas well 
drillers, with a.ore than 77 percent of the oil drlllet '18tegory 
indlcatina they wlll lncreue spending in tho new yw, com­
pared to S8 percent of tM ps driller category. for ~U ,urv~ 
responderrts_ close to 66 ~llt say they anticipate sperul­
ing More money dril11n& wells this year than in the previous 
12 months. 

Operator. ProtlJe 
Respondents to the Survey of Independent Operators 

drilled an average or 12.4 wells apiece in 2002. of which a 
little more than three-fourths (76. 7 percent) targeted natural 
gas and about a fifth (20.2 percent) were o.ploratory in na­
ture, Although the nwnber of wells respondents expect to 
drill in 2003 Jumps to an average of 16.2, there ls VfJlY little 
change in the drllUng mix: 76.5 percent will still target pa 
and 23,4 percent wilt be wildcats. 

About the only category that ls projecting a wp change 
is the oil drilletSt who said 28 percent of their wells last year 

FIGURES 
Operatoll' 2003 Spenclng Plane CompaNtd to 2002 

M r WQI Spend More ■WMI Spend Samt :..; WW Spend Leu I 

Tht 11fcro0nl)flf c flMtff on thft fflM •r• accurate reproductlOM of recordt delivered to Modtrn lnformtfon 'Yat• for 1111crofflMh'tl and 
were 11 lMd fn th• rtttul•r courae of butfnets, Tht phot09raf)ttfc procen niettt 1tendardt of the Amerfcen Natfonel standards ll'lltftutt 
(ANSI) for archival microfilm. N0T1CEI If the ffl!Md fMIIQt ettove ,. l••· lec,lblt then thit Motfce, ft f• due to the qu,lttv of the 
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.. te looklna for natW'II gas, That number will jump 18 pet• 
centage points, to 46 percent, in the coming year. Oil drillers 
also llrtic1pete more exploratory drilllna, with the percentap 
ottbelr wildcat wells golr)i from a little under 23 percent ln 
2002 to more than 39 percent ht 2003, Conversely, gas well 
drillers project less than a l percentage point chanae ln their 
natlo of p, to oil wells, and only a 0.1 percentap point change 
bl.their ratio of exploratory to developancntal wells. 

The next laraest shift in drilling proflles among survey 
respondents comes ln the category of medium drillers, who 
say the proportion of their wells that taraet natural pa will 
decllno &om 82 percent in 2002 to 71 pen:ent in 2003. Medi• 
um drlilers also project an increase 1n exploratory drilling 
from 27 percent last year to 34 percent this year. 

Survey respondents don't anticipate looklna quite so deep 
for hydrocarbons in the comma year, however. The average 
depth of wells survey respondents reported for 2002 was 
7,9(,9 feet. that number drops to 7,352 feet this year. 

Companies in the au driller category. who were taraet• 
Ina natural gas with 88 percent of their 2002 wells, report­
ed the deepest averaae well depth for 2002 at 8,223 feet. 
That is projected to decline to 7,766 feet in 2003. 

Companies ln the oll driller cateaory, who were tataet­
ina crude oil with 12 percent of their 2002 wells, reported 

. • ... ,verqe well depth of 6,381 feet last year, which goes to 
9 feet thit year. 

.l'rlce Respo ... 
Some of the most encouraging data in the Survey of In­

dependent Operatort ls the sect.ion on prices. Asked what 
crude oil price (West Texas IntermedJate spot at Cushing, 
Ok.). and what wellhead price Cor natural gas their 2003 
drilling plans were based on. survey respondents answered 
$23.07 a barrel and $3.33 an Mcf, respectively. 

Interestingly, the price expectations of the more bullish 
operators don;t vary that much from their less optimistic 
brethren. Survey respondents who say they plan to drill more 

FIGUAE.tA 
01 Prlcel at Which Operalonl Would 

Alter 2003 Drllng Plant 

~ff~ff•~•-MMMaM»•~•• 
._, WT1 Spot l'!1ce .. CUltq (0cllrl per 8lrrtl) 
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Percentagee In Flgum .-A and ..a repreetnt the cumwdvl total of 
1WVtY t'IIJ)Ondentl who lndlca1I they would hlvt alttNd tfMlfr 2003 
dnnlng ~ by thl time the epot p_rtca for Witt T•xa lntenntdlatl 
dllvMd at CUlhrla, Ok. (f1gUrt 4AJ, orlhtwthad nnnt gu pctoe 

weJls this year than Jut lndloate those plans are based on an 
average anticipated oil price of$23,17 a ban-el, while those 
who say they will drill the same number or fewer wells are 
proJectina a $22,76 crude oll price, 

For natutal au; the "same-fewer" crowd is aotually aa­
dcipatina the higher price. Survey respondents who uy they 
will drill the same number or fewer wells this year mdicate 
those plana are bued on an averaae anticipated wellhead 
gas price of$3,40 an Mcf, while respondents wbo say they 
will drill more welts thJa year than last are predicatlna those 
plans on an average wellhead price of only $3.24 an Mcf. 

Add a few cllcb to those oil and pa prices, and look for 
some more rip to start numlq, Asked what oil price would 
prompt them to lncreue their 2003 drilllna plans. • little 
more than a fourth (27 ,9 J)fflent) lndlcate S26 a butel would 
do the trick (Fiaure 4A). Movina up the price curve, at $27 
a barrel, 40 percent of survey respondents say they will in­
crease drl11lna; 72 percent will drlll mon, wells at $28; and 
93 percent of survey respondems say they will lnmeue their 
drillina programs if oil reaches $30 a berreL 

Going the other W&y; 22 percent of survey respondents In,. 
dicate they would reduce the number of wells they drill this 
year should oil prices fall to S22. The ~ of those 
cuttina back increases to 28 percent at a $21 oil price, goes 
to 62 percent at $20, 16 percent at $19, and 8d percent at St 8 
abarreL 

On the natural ps side,,J)rlces between $4,00 and SS.00 
an Mcf pt operators• blood pwnpina, Althoup only a fair .. 
ly modest 20 percent of survey respondents say they will in­
crease their 2003 drillina programs Id a natural ps price of 
$4,00 an Met, the number ,rows to 26 percent at S4.2S an 
Mcf, rockets to 54 percent at $4.SO, and files to 82 percent 
at S$.00 an Mcf(Fipre 4B), If wellhead ga, prices 'reach 
$6,00 an Mcf, 98 percent of survey respondents say they 
will drill more wells this year. 

On the down side for natural gas, survey respondents are 
fairly resistant to change until natural gas prices fall to $2.50 

FIGURE48 
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Natural Gu Prtcel at Which='°" 
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• oelow. Only 16 percent lndl0ate any reductfon in drilllfla 
plans at a S3,00 pa price, and 28 percont would cut baClk at 
S2,7$, But that percentaae arows to ,1 when wellhead au 
prices reach $2.50 an Mc( and b1t, 87 percent at $2.00. At 
$1,7$ an Mcf. 91 percent of survey respondents say they 
would drill fewer weU.. 

MauatPrietRlak 
While the relatively hJp oil and pa prices of2002 may 

not have produced the dri1llng respon,e one would have ex­
pected, oil and pa producers d1d recopi1,e their value. In a 
new question Oft the Survey of Independent Operators, • Ila· 
nfflcam number say they have underpinned futw'e ouh flow 
by bedafna Qttt proportion of their oil and ps production. 

Twenty-elaht percent of alt survey respondents say they 
are hedalna a portion of their production to manqe price 
risk (PJ,ure 5). Those drillina the most well, are the most 
active bedprs. While only 8 percent of the "small" catego­
ry ot survey respondents say they are hedgina a portion of 
their producd00ii 23 percent of the medium cateaory say they 
are bed&fna. and nearly 70 percent of the lalp category have 
locked in biper prices through bedafna, 

•
Gu well drillers are also more likely to hedge than oil 

drillers. Wblle only 10 percent of surv~ respondents 
, · ·, drilled more oil than au welll ha 2002 uy they are 

'-._ _.;ma a portion ofthelr production, 42 percent of~ Pl 
~ catelOI)' say they are actiw bedpn, . 

Drilling la the primary mechanism by which survey re­
spondents expect to replace reserves durlna 2003. Asked 
whether they andclpate replaclna reserves primarily by 
drllltna. acquisitions or both. SS percent of all survey re­
spondents S&Y. they expect to replace reserves primarily 
throup the drill bll Another 31 percent lndtcate they ex­
pect to replace reserves throup both drlllln1 and acqulsi• 
tions, while oasly 8 percent say they will primarily be Jook­
fna to purchase new -.ves. 

' 
DecWo• l'aetora 

In the end, oll and pa la a price-driven business. In the 
final part of the Survey of Independent Operators. respon• · 
deuLS signaled what Cactors they expected to have the great• 

FIGUFE5 
0peratora Who Hedge to Manage Prtce FUik 

t 8D · · ::.Ii. " ',:,. •• •,1_.:, .. · -to ,: .. ~ ·, ' 
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est Influence on their dtofsio111 to drill new welll tJua Y•• 
Not surpriaf.naly, oll and III price, were marked by an 

overwhelm1n, ~orlty of survey respoiadentl, Blpty-elaht 
percent of survey respondents say oil and p, prices 1lplil• 
cant1y influence in the decision to drill {Fip 6), Tblt t, dQu.. 
ble the second most-&equently mubd factor: ICCCII to Clp­
hal, which wu peged by 42 perceflt ofaumy respoadeail. 

The tblrd mo,t important factor 1n survey retJ)Onden11' abil­
ity to drill new wells I, cquJpment and MMCf co,a, wtdcb 
was flqpd by 29 percent. That I, followed by enVU'OlllMD­
tal re,ulatiom at 25 percent and aovemment tu incentiv• It 
18 percent. 

The percentaae of survey respondent, who ,ay oU and 
gas prlcos are a major factor raqe &om a hiah of~ per­
cent amona tarp drillers-those who say they will drill 16 
or more wells thia year-to a low.of 76 percent amq medi­
um drillers, who expect to drlll 6-1$ weU, this year. 

Perccntaps of survey responde:ots tlaalnl accea, to cap­
ital as a major determinant In their ability to drlll wcllt raap · 
from 52 percent of the medium cateaory of drillen to 33 
percent of oil well drillers. Access to capital Wit flqpd .. 
a slplficant f'actor by 47 percent of the III drillet cateaor)', 

Acceu to capital was marked second by ev«y cat,aory 
except the larp drillm. who~ equipment 111d NmCe 
costs second with a 48 percent reapoue rate, compand to 
39 percent who marked 1CC111 to capital. PercentlP' of re­
spondent, lndlcadna equipment and service coltl u. ma­
jor factor ran from 48 percent otlarp drWm to 20 ~ 
of oil drillers, Costs were the thlrd-hfabeat l'lllbd factor tot 
all other driller cateaorl• except small .S oil drlllen, wbo 
both lndicated environmental rqulatlom wen • more •la· 
nfficam factor for them. O 

FIGUREI 
Factor'IA«dng Opeelt0rl' Decllbll&o Del 

P•rcentaoN lhown 1n Fla&n e ,.. .. nt the ,Ci1'°""' uwr,.. 
epcndlntl who Indicate the factor hlil I av,. lnftuenot on.,,_ 
decWor,e lo drl ...wwtll. ~Wll'tfrle to !Mlkmnfllft 
one factor, IO 1hl PIICIII .... wl totll men fwl 100. 
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North Dakota Geological Survey 
INDUSTRIAL COMMtsltON 

John P, IIUIIM1 ltatl Geofogtet 

John Howen • Gowmor, Chelrman 
Wayne 8~ • Attorney Chntrll 

Aoott Jotwon • Comml•tk>ner of Ag,Jcutture 

TESTIMONY BEFORE mE SENATE FINANCE AND TAXATION COMMmEE 
Ho•• BIi No. 1145 

EclM•...,, 
Marc•.f,2113 

Chairman Urlacber aod members of the Senate Finance and Taxation Committee, my name 
Ja Bd Murphy with the North Dakota Geological Survey and I am here to provide background 
Information on the coalbed methane potential of the Williston Basin for House 81111145. 

• The President•• NatlonaJ Ener,y Policy Plan estfmates that over the next 20 year, natural ga consumption 

• 

• 

• 

• 

In the U.S. wm increase SO%, tom 20 to 31 trillion cubic feet. 

In 2000, coelbecl methane (l .4 Tcf) accounted for 7.$ % of domeldc natural au production, 

The North Dakota portion of the WH1l1taa Balin contains approximately one trillion tops of lignite • 

North Dakota contain• 25,1 Mlljop too, of economically recowrable Upite, eaouah to lat 134 years at the 
current rate otmfnln1 (30 mfllioa toa1 per ,-r). 

Cotl 11 found at depdis dawn to 2,000 f'eet la WClltel'a North Dakoca • 

• Llgnltts that are potendaJ IOUl'Cel of coalbecl methane ate tboupt to occur more Chan 200 Ceet below tho 
1urlic:e. 

• Pfw companies have drilled l J COl.lbed methane test wells in North Dakota (WUlfam,:,, McKenzie, Bllllnp, 
Slope, and Mercer cou.ntiel). 

• No attompt hu wt been made to PlQduce coaJbed methane io North Dakota. Canister tests have been run on 
cores and cuttlna, but the results of only one telt have been made public and thOIO re,ults were 
disappointingly low (1,3& cubic fed of medaane per ton ofllgaite), Canflter teltl ue coaalttently lower than 
the actual volume or ps ia tho rtservoir and aro often multlpHed by facton such u 20, 30, or .0 to obtain 
a more realistic number. Actual methane contents In odler bulns range &om 20 to more than 600 cubic feet 
of au per ton of eotl, 

• Mott placos fn west«n North Dakota are underlain by about two do1.e11 beds or coal. 

• Most coals In North Dakota ue lea than three feet thick, Coals more thu 20 feet thl~ are uncommon -only 
12 counties contain bed, or coal that thick. 

• 

• 

The thickest CCII in North Dakota is the Harmon ~ which fs ~3 fett thick fn southern McKenzie County • 

Groundwater chemistry in the Fort Union Group in North Dakota Is variable but is llkolyto contain lea than 
3000 mg/I of total dissolved solids. 

600 East Boulevard Avet,ue + Blsmarck1 North Dakota 68505-0840 ♦ PhonEl (701) 328·8000 + Fax (701) 328-8010 
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COALBED METHANE ACTIVITY IN NORTH DAKOTA 
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A total of 11 Coalbed methane wells have been drilled in North Dakota, 
1) Two wells in Billings County, 
2) Two wells in Slope County. 
3) Two wells in Mercer County- infonnation confidential until 7/14/03. 
4) Three wells in McKenzie County- information confidential until 8/16/04. 
S) Two wells in Williams County- information confidential until 9/28/04. 

Companies use canister tests (typically on coal cores) to detennine the gas content of the 
coal. The canister tests from only one well (northeast Billings County) are available to the public. 
The highest of those readings was 1.38 cubic feet of methane per ton of coal. At face value, this 
is a disappointingly low number. However, in all likelihood~ this number should be multiplied by 
10, 20, 30, etc to get a more realistic volume of the reservoir potential as is done in the Powder 
Rivet' Basin. 

None of the wells attempted to produce methane which would have required the removal 
of large quantities of groundwater from the coal. 
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Enarossed House BW No.1145 

Testimony of Lynn Helms, Director, N.D, I. C. OU & Gas Division, 
Before the Senate Flna~ce and Taxation Committee 

March 4, 2003 

Mr. Ed Murphy of the North D~ota Geological Survey and I have been asked to share 
informadon with you about potential for shalJow natural gas development in North 
Dakota and to be available to answer your questions. 

THE COMING METHANE ECONOMY 

Energy economists predict that United States consumption of natural gas will increase 
200/4 by 2005 and S00/4 by 2015. Methane is becoming the fuel of choice for several 

•reasons: 

1) It produces very few emissions when burned. 

2) Unlike oil. US and Canadian production is equal to 99'>/4 of our consumption, 

3) USOS has identified tremendous potential reserves in Alaska, along the Rocky 
Mountains. and in hydrates. 

4) Attached is an article from The American Oil & Gas Reporter that shows planned 
drilling to increase 31 %. but 77% will target gas and only 23% oil. 

North Dakota oan and should be a part of this new economy, but we are perceived by 
industry as an oil basin. This bill is just one part of an broad effort to attract oil and gas 
investment to our state. 

Other parts should include pilot or demonstration projects, geological studies and 
publications, trP...nsportation and gathering studies, and an oil and gas research council. 
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North Dakota Geological Survey 
INDUSTRIAL COMM•SstON 

John P, lllutnw, State Oeofoglet 

John Hoewn • Governor, Chairman 
w.vne St.,,....m • Attorney Otneral 

Roger Johnton • Commli•lon• of Agrlcufturt 

TESTIMONY BEFORE fflE SENA TE FINANCE AND TAXATION COMMITTEE 
Bouse BW No. 11,s 

EdM•rplly 
Marcil 4, 2N3 

Chahman Urlacher and members of the Senate Finance and Taxation Committee, my name 
is Ed Murphy with the North Dakota Geological Surw,y and I un here to provide bacqround 
information on the coalbed m,thane potcutial oftbe Williston Basin for House BW 1145, 

• The President•, National Energy Policy Plan estimates that over the next 20 years natural 111 consumption 
in the U.S. wrn lncreaM 50%, &om 20 to 31 trillion cubic feet, 

• In 2000, coaJbed medlane (J.,t Tel) accounted fut 7 .. S % of domestic natural au production • 

• The North Dakota portion of the WIiiiston Duin contains approximately one trillion too• of llpite • 

'-,' • North Dak• coatahll 25. l bff Hc,p tops of economically rocowrable llpite, enoup to lut 134 )WI at the 
current nte of mining (30 mlllloa tons per year). 

Coal is found at depdt1 down to 2,000 feet in watem North Dakota. 

L 

• 

• Lignites that are potential sources of coalbed methane are thought to occur more than 200 feet below the 
swfaco, 

• Five companies have drilled 11 coalbed methane test wells in North Dakota (Williama. McKenzie, Bfllfnp, 
Slope, and Mercer counties). 

• No attempt hg vet been mack! to product coalbed methane in North Dakota. caatstertestl have been run on 
cores and cutt,np but the results of only one test haw been made public 111d those reaulta were 
disappointingly low (1.31 cubic feet of methane per ton oflipite), Cullt« tests are con1lsteatly lower th111 
the actual wlume of su in the reservoir and are often multiplied by &cton such u 20. 30, or 40 to obtain 
a more realistic number. Actual methane contents in other basins range tom 20 to more than 600 cubic feet 
of gas per tort of coal. 

• Most places in western :t,lorth Dakota arc underlain by about two dozen beds of coal, 

• Most coals in North Dakota are less than three feet thick. Coals more than 20 feet thick are uncommon -only 
12 counties contain beds of coal that thick. 

• The thickest c:otl in North Dakota it the Harmon bed which is 53 feet thick in southern McKenzie COUAty. 

• Groundwater chemistry In the Fort Union Group in North Dakota is variable but is likely to contain less than 
3000 mg/I of total dissolved solid$. 

600 East Boulevard Ave~ue ♦ Bismarck, North Dakota 58605-0840 + Phone (701) 328-8000 + Fa>< (701) 328..S010 ,
1 
' 

i': 

-- · rdl •lt td t Modern h1lorNtfon tyetMI for •foroftt•tr11 t'i1d 
TfM •fcrotrll!ftfc ,.,.. on thf• f H• •r• accur•t• r~tfona of reco t1":~.,.°rd, of th• Alllerfclt'I M1tfontl lttnderdl lntt!t.~• 
W.l't ftllld•fn tht ,..,t1r couret of bulfneH, Tfht•l~tfoe,ret)h~°t:-r:leolbl1 then th11 Not tee, ft ft dut to tht qu,lf tV or thl 
(111111) for 1rci>fY11l Mf01'6fflo. IIITICEI If tht - - cl -t bolnt IIIOIICI, 't::h ~\)W~ I ~03 

4 ~ J0,Q>, Date 
OptrltOr•• i inatur• 

I 

J 

.J 


