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FORT BERTHOLD RESERVATION OIL DEVELOPMENT
UNDER 2007 SENATE BILL NO. 2419 AND
SUBSEQUENT STATE-TRIBAL AGREEMENTS

Despite unprecedented growth in oil exploration
and production near the boundaries of the Fort
Berthold Reservation, in the 20 years preceding the
July 1, 2008, agreement between the Governor and
the Three Affiliated Tribes of the Fort Berthold
Reservation, only one oil well was completed within
the boundaries of the Fort Berthold Reservation. The
reason for the lack of oil industry activity within the
reservation was the reluctance of oil companies to
invest because of the uncertain status of state and
tribal regulatory and taxation authority. The situation
that existed was perceived as detrimental to the state,
the Three Affiliated Tribes, and the oil industry.

Introduction of 2007 Senate Bill No. 2419 was
intended to remove the barriers preventing oil and gas
development on the Fort Berthold Reservation.
Because the state and the Three Affiliated Tribes
each had valid claims of authority, it was perceived to
be in the best interest of all concerned that a
cooperative agreement be entered to establish
certainty in regulation and taxation of oil and gas
exploration and development within the Fort Berthold
Reservation. The bill was the result of joint efforts of
representatives of the Governor's office, the Three
Affiliated Tribes, and the Legislative Assembly. The
concept of the bill was to provide the Governor
authority to enter an agreement with the Three
Affiliated Tribes within parameters established by the
legislation.

From the effective date of the agreement on July 1,
2008, to the beginning of February 2010, 160 new
wells were completed within the Fort Berthold
Reservation, including 40 new wells on trust lands. At
the beginning of February 2010, new wells on trust
lands were producing approximately 6,200 barrels of
oil per day and 19 drilling rigs were operating within
the Fort Berthold Reservation, including 9 drilling on
trust lands.

ALLOCATION TO

POLITICAL SUBDIVISIONS

As introduced and as passed by the Senate, 2007
Senate Bill No. 2419 did not make reference to
allocation to political subdivisions of tax revenue from
production within the Fort Berthold Reservation. The
House of Representatives extensively revised the bill
with a hoghouse amendment to provide that all taxes
from fee land within the reservation would be retained
by the state and allocated as provided by law and that
a separate allocation would apply for production from
trust land. Revenue from the 5 percent gross
production tax from wells on trust lands was to be
allocated among political subdivisions in the amounts
provided by statute and, after the cost of state

administration and regulation of oil and gas was
transferred to the state general fund, all remaining
revenue was to be divided in equal amounts between
the state and the tribe.

A conference committee amendment was adopted
on April 21, 2007. The conference committee
amendment was a hoghouse amendment that
provided that taxes from production on trust lands
would be evenly divided between the tribe and the
state and production from nontrust lands would be
allocated 20 percent to the tribe and 80 percent to the
state. The provision regarding allocation of revenue
as contained in the conference committee amendment
and currently codified as North Dakota Century Code
Section 57-51.2-02(5) reads as follows:

5. The allocation of revenue from oil and
gas production taxes on the Fort

Berthold Reservation must be as

follows:

a. Production attributable to trust
lands. All revenues and exemptions
from all oil and gas gross production
and oil extraction taxes attributable
to production from trust lands on the
Fort Berthold Reservation must be
evenly divided between the tribe
and the state.

b. All other production. The tribe must
receive twenty percent of the total
oil and gas gross production taxes
collected from all production
attributable to nontrust lands on the
Fort Berthold Reservation in lieu of
the application of the Three
Affiliated Tribes' fees and taxes
related to production on such lands.
The state must receive the
remainder.

c. The state's share of the revenue as
divided in_subdivisions a and b is
subject to  distribution among
political subdivisions as provided in
chapters 57-51 and 57-51.1.
(emphasis added)

The conference committee minutes indicate that at
least some of the members of the conference
committee believed the conference committee
amendment contained a "hold harmless" provision for
political subdivision allocations. However, the
amendment adopted by the conference committee
and approved by the Legislative Assembly clearly
states that political subdivision allocations come from
the state's share of revenue.
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The amendment prepared by the Legislative
Council staff for the conference committee was based
on a drafted amendment delivered for preparation as
a conference committee amendment. The
amendment prepared by the Legislative Council staff
contains exactly what was contained in the
amendment as delivered.

Tribal Fees and Taxes

Under the provisions of 2007 Senate Bill No. 2419
which are now codified in Section 57-51.2-02, it is
provided in subsection 7:

The Three Affiliated Tribes must agree not to

impose a tribal tax or any fee on future

production of oil and gas on the Fort Berthold

Reservation during the term of the agreement.

Under the agreement entered between the
Governor and the Three Affiliated Tribes in 2008 and
the agreement as renewed in 2010, the tribe is
allowed to impose one-time fees totaling $100,000 per
well relating to the siting of the well and use of the
land. The Governor interprets these fees as being not
based on oil production and therefore in compliance
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with the statutory limitation on tribal taxes and fees.
The agreement describes the taxes and fees imposed
by the tribe as a "one-time $60,000 Tribal
Employment Rights Office ("TERQO") fee on wells on
Trust Land and a one-time Tribal Application Fee of
$40,000 on wells on Trust Land."

The state has no information on the fee revenue
collected by the tribe but the fee applies to wells with
a trust interest of greater than 50 percent and there
are 62 wells in that category. At $100,000 in fees for
each qualifying well, the total fee receipts to the tribe
would be $6.2 million.

PRODUCTION AND
REVENUE STATISTICS
A spreadsheet prepared by the Tax Department
showing oil and gas tax collections from production
within the Fort Berthold Reservation and approximate
distributions of those revenues is attached as an

appendix.

ATTACH:1



Oil and Gas Gross Production and Oil Extraction Tax Collections From Oil Production within the Fort Berthold Reservation
And Approximate Distributions of Tribal Production-Related Oil Taxes (Actual Distributions are made by State Treasurer and may vary slightly)

Production Tax Paid Distribution Gross Production Tax Revenue Gross Production Tax Distribution Qil Extraction Tax Revenue Qil Extraction Tax Distribution Gr Prod & Oil Extr Dist Combined

Month  Month Month Non-Trust Trust Total TIribe State, etc. () Total Non-Trust Trust Total TIribe State, etc.2) Total Iribe State, etc.ua2) Total
Jul 08 Aug 08 Sep 08 $ 103848414 $ 3190542 $ 1,070,389.56 $ 223,649.54 S 846,740.02 $ 1,070,389.56 $ 636,416.22 $ 29,289.26 $ 66570548 S 1464463 S 651,06085 $ 66570548 $ 238,294.17 $ 1,497,800.87 $ 1,736,095.04
Aug Sep Oct 1,200,210.95 39,854.04 1,240,064.99 259,969.21 980,095.78 1,240,064.99 (578,948.03) 35,528.63 (543,419.40) 17,764.32 (561,183.72) (543,419.40) 277,733.53 418,912.07 696,645.59
Sep Oct Nov 1,042,392.48 84,567.80 1,126,960.28 250,762.40 876,197.88 1,126,960.28 13,980.76 98,041.61 112,022.37 49,020.81 63,001.57 112,022.37 299,783.20 939,199.45 1,238,982.65
Oct Nov Dec 608,247.44 96,417.58 704,665.02 169,858.28 534,806.74 704,665.02 4,631.42 113,840.68 118,472.10 56,920.34 61,551.76 118,472.10 226,778.62 596,358.50 823,137.12
Nov Dec Jan 09 740,557.34 40,387.69 780,945.03 168,305.31 612,639.72 780,945.03 18,091.71 48,610.67 66,702.38 24,305.34 42,397.05 66,702.38 192,610.65 655,036.76 847,647.41
Dec Jan 09 Feb 303,966.55 24,894.46 328,861.01 73,240.54 255,620.47 328,861.01 4,127.30 27,778.39 31,905.69 13,889.20 18,016.50 31,905.69 87,129.74 273,636.97 360,766.70
Jan 09 Feb Mar 319,217.12 20,482.17 339,699.29 74,084.51 265,614.78 339,699.29 2,539.03 25,717.71 28,256.74 12,858.86 15,397.89 28,256.74 86,943.36 281,012.67 367,956.03
Feb Mar Apr 331,178.24 19,441.80 350,620.04 75,956.55 274,663.49 350,620.04 1,479.17 19,839.08 21,318.25 9,919.54 11,398.71 21,318.25 85,876.09 286,062.20 371,938.29
Mar Apr May 439,084.77 42,983.13 482,067.90 109,308.52 372,759.38 482,067.90 5,324.03 49,983.93 55,307.96 24,991.97 30,316.00 55,307.96 134,300.48 403,075.38 537,375.86
Apr May Jun 399,023.76 54,928.99 453,952.75 107,269.25 346,683.50 453,952.75 2,706.67 66,087.48 68,794.15 33,043.74 35,750.41 68,794.15 140,312.99 382,433.91 522,746.90
May Jun Jul 606,574.82 139,363.67 745,938.49 190,996.80 554,941.69 745,938.49 26,415.40 176,556.52 202,971.92 88,278.26 114,693.66 202,971.92 279,275.06 669,635.35 948,910.41
Jun Jul Aug 735,601.99 170,211.05 905,813.04 232,225.92 673,587.12 905,813.04 (3,508.04) 208,440.92 204,932.88 104,220.46 100,712.42 204,932.88 336,446.38 774,299.54 1,110,745.92
Jul Aug Sep 948,268.06 177,012.06 1,125,280.12 278,159.64 847,120.48 1,125,280.12 12,032.66 224,196.09 236,228.75 112,098.05 124,130.71 236,228.75 390,257.69 971,251.18 1,361,508.87
Aug Sep Oct 1,425,612.17 229,262.45 1,654,874.62 399,753.66 1,255,120.96 1,654,874.62 13,941.92 290,325.86 304,267.78 145,162.93 159,104.85 304,267.78 544,916.59 1,414,225.81 1,959,142.40
Sep Oct Nov 1,754,375.33 266,369.83 2,020,745.16 484,059.98 1,536,685.18 2,020,745.16 11,071.14 336,552.12 347,623.26 168,276.06 179,347.20 347,623.26 652,336.04 1,716,032.38 2,368,368.42
Oct Nov Dec 1,839,829.58 472,207.82 2,312,037.40 604,069.83 1,707,967.57 2,312,037.40 10,685.39 606,984.66 617,670.05 303,492.33 314,177.72 617,670.05 907,562.16 2,022,145.29 2,929,707.45
Total $ 13,732,624.74 $1,910,289.96 $ 15,642,914.70 $ 3,701,669.93 $ 11,941,244.77 $ 15,642,914.70 $ 180,986.75 $ 2,357,773.61 $ 2,538,760.36 $ 1,178,886.81 $ 1,359,873.56 $ 2,538,760.36 $ 4,880,556.73 $ 13,301,118.33 $ 18,181,675.06

Subtotal Tribal/State Share in FY 10, first time counties are "uncapped" $ 1,766,043.11 $ 5,346,894.19

(1) The state's share of Gross Production tax revenues are distributed to the state general fund, the permanent oil tax trust fund, the impact grant fund, the oil and gas research fund, and the producing counties, cities and school districts
(2) The state's share of Oil Extraction tax revenues are distributed to the state general fund, the permanent oil tax trust fund, the resources trust fund, education funds, and the oil and gas research fund
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