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OIL ACTIVITY 
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Tax Allocations (in Millions) 

 

 

 

Biennium 
to Date 

Aug 31, 2016 

Political subs $  295.6 

Tribes 117.8 

Legacy fund 448.8 

General fund 200.0 

Education funds 135.1 

Resources trust fund 131.4 

Oil and gas impact fund 34.9 

Tax relief fund 220.3 

Other allocations 29.9 

Total $1,613.8 

  July 
2016 

June 
2016 

May 
2016 

Actual average 
price per barrel 

$38.24 $41.64 $38.50 

Production 
(barrels/day) 1,029,507 1,027,131 1,047,003 

Drilling permits 86 65 42 

Producing 
wells 

13,255 13,248 13,171 

Rig count 31 28 27 

 Ample GAAP fund balances and contingency 
reserves 

 Below average debt levels and pension and 
OPEB liabilities 

 Strong lease provisions and history of timely 

appropriations for debt service 
 Credit Challenges: 

 Economy is in recession due to contraction in 
the energy sector, and the timing of recovery is 
uncertain given the limited economic diversifi-
cation beyond energy and agriculture 

 Significant recent revenue declines have creat-
ed a challenging 28% biennial budget gap 

 Subject-to-appropriation payment obligation 

  
 Moody’s also noted several factors that could lead 
to rating upgrades or downgrades. 
 Upgrade Factors: 

 Return to stable economic and revenue perfor-
mance 

 Restoration of structural budget balance and 
maintenance of sufficient reserve to offset the 
risk of future economic volatility 

 Adoption of best financial management practic-

es (formulation of multi-year financial plans) 
 Downgrade Factors: 

 Continued economic deterioration that further 
decreases revenue expectations 

 Additional depletion of reserves beyond current 
plans 

 A move away from conservative fiscal man-
agement 

 Although North Dakota is currently in an economic 
recession due to significant revenue shortfalls, Standard 
and Poors Global Ratings has determined that the out-
look is “stable” and affirmed its AA+ general obligation 
rating, AA appropriation rating, and A+ moral obligation 
rating for the state. S&P noted the following positive 
credit characteristics for North Dakota: 

 Manageable size of the general fund structural 
budget gap; 

 Strong executive ability to reduce expenditures; 

 Legacy fund, which as of Fiscal Year 2018 may 
be tapped up to 15% of principal with two-thirds 
majority vote of the legislature; 

 Strong overall liquidity position, with projected 

strategic investment and improvement fund and 
legacy fund reserves accounting for 96% of 
ongoing general fund biennium expenses, or 
192% on an annualized basis; and  

 Low debt burden with rapid amortization. 
  
 Moody’s Investor Services has also affirmed North 
Dakota’s Aa1 Issuer Rating, the Aa2 rating on the 
state’s outstanding appropriation-backed debt issued by 
the North Dakota Building Authority and the North Dako-
ta State Water Commission, and the Aa3 rating on the 
North Dakota Department of Public Instruction intercept 
program. 

 
Moody’s notes several strengths and challenges 

related to the credit ratings. 
Credit Strengths: 

 Conservative state fiscal management practic-
es 
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Caption describing picture or graphic. 
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VARIANCES  
(Compared to July 2016 
Revised Forecast) 
August 2016 revenues totaled 
$139.3 million, which is $9.2 
million, or 6.2 percent below 
forecast. Biennium-to-date 
revenues of $2.79 billion are $7.6 
million, or 0.3 percent, lower than 
projected. When transfers from 
the tax relief fund are excluded, 
2015-17 revenues to date are 
tracking 27.3 percent behind the 
same time period in the 2013-15 
biennium. Significant monthly 
variances are as follows:  

 Sales tax collections of 

$93.3 million were $16.9 
million, or 15.4 percent, less 
than anticipated for the month 
due in large part to low oil 
prices and reduced rig counts 
and low agriculture prices. 
Biennium-to-date revenues 
are 1.6 percent below forecast 
and 24.1 percent less than the 
same time period in the 2013-
15 biennium. 

 Motor vehicle excise tax 

collections totaling $11.4 
million were $3.1 million, or 
37.2 percent, more than 
anticipated for the month due 
to the implementation of a 
new system that allowed for 
the processing of a backlog in 

motor vehicle applications. 
Biennium-to-date collections 
are 22.7 percent less than the 
same time period in the 2013-
15 biennium. 

 Individual income tax 

collections totaling $21.1 
million exceeded the monthly 
projection by $2.7 million, or 
14.4 percent due to strong 
estimated payments.  
Biennium to date collections of 
$405.2 million are $3.9 million, 
or 1.0 percent, above the 
forecast.  Tax rate reductions 
and sizeable reductions in 
taxable royalty payments 
along with reduced 
employment in the oil fields 
have resulted in biennium-to-
date collections that were 33.0 
percent lower than the same 
time period in the 2013-15 
biennium. 

 Oil and gas taxes 

collections reached $200.0 
million in January - the first tier 
of the biennial cap. The state 
share will be deposited in the 
tax relief fund until that fund 
reaches its cap of $300 
million, after which the general 
fund will receive an additional 
$100.0 million.  

 


