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usually legal unless a 
lease says otherwise.

Most leases signed 
decades ago don’t explic-
itly mention postproduc-
tion deductions, and leas-
es don’t expire unless oil 
production lapses.

Deductions began surg-
ing in North Dakota 
about a decade ago. About 
20% of  royalties are 
deducted, on average, 
according to two esti-
mates as well as inter-
views with royalty own-
ers. That would have 
amounted to about $1 bil-
lion in 2023.

Estimates provided by 
the North Dakota Petro-
leum Council suggest 
companies withhold at 
least hundreds of  mil-
lions of  dollars in North 
Dakota every year.

Why some lawmakers 
are pushing for 
change

Several lawmakers, 
including Republican 
Rep. Don Longmuir, said 
that because the state’s 
legislative season is a rel-
atively short 80 days, it’s 
important to have an 
interim legislative com-
mittee conduct a study 
and propose a solution 
ahead of  the 2027 session.

“We can’t wait until the 
session starts,” said 
Longmuir, of  Stanley, in 
the oil-producing region 
of  the state. “That’s 

something that you know 
really needs to happen 
before session starts, so 
that maybe they can come 
up with something.”

Assigning a new study 
to an interim committee 
would require a directive 
from Senate Majority 
Leader David Hogue, 
chair of  the Legislative 
Management Committee. 
Hogue, a Republican from 
Minot, said he “would 
consider it” and will like-
ly make a decision in the 
next month or two.

“I really need to do 
more self-education right 
now,” he said, adding that 
he recent series has 
raised “awareness that 
there is an issue out 
there.”

Sen. Dale Patten, who 
has served as chair of  the 
Senate Energy and Natu-
ral Resources Committee 
and would likely have 
influence over any legis-
lation, said he is open to a 
formal legislative study 
but said it should be initi-
ated only with input from 
the full Legislature.

“I would be comfortable 

with taking a look at it 
and see if  there’s a way to 
resolve it,” said Patten, a 
Republican from Watford 
City.

Some lawmakers are 
already thinking about 
ways to address the issue 
in the next session.

One lawmaker said he 
may introduce legislation 
that would limit the 
length of  leases to 30 
years. Republican Sen. 
Jeff  Magrum, who repre-
sents Hazelton and has 
supported landowners on 
other issues, said he 
hopes limiting leases will 
give future generations of  
mineral owners the 
opportunity to renegoti-
ate contracts and incen-
tivize companies to be 
more mindful of  how 
they treat North 
Dakotans.

“I don’t think that’s 
right for someone that’s 
not even born yet to have 
to honor a contract that I 
signed today. It’s just not 
fair to them,” he said. 
“Look at how times have 
changed. Everything’s 
changed, and they’re 

stuck in the contract that 
was written in the 1950s.”

Magrum has intro-
duced 13 bills related to 
property rights issues in 
the past two legislative 
sessions. All but one 
failed.

Rep. David Richter, a 
Republican from Willis-
ton, said he thinks it 
would be difficult for the 
Legislature to modify 
existing leases in that 
way, but it could limit the 
length of  future leases.

“Going forward, I think 
that might be an option 
worth taking a really 
hard look at,” he said. 
“But that doesn’t do any-
thing to alleviate the situ-
ation of  the leases that 
are already in place.”

For those existing leas-
es, Richter said it is often 
“unclear” whether deduc-
tions are permitted, and 
some lawmakers said 
they should pass a state 
law to address the issue.

Richter said he prefers 
that companies and min-
eral owners renegotiate 
the contracts to specify 
whether deductions are 
permitted. But if  that 
doesn’t happen, he said 
he is open to legislation 
that would “clarify” how 
leases that don’t mention 
deductions should be 
interpreted by the courts.

Senate Minority Leader 
Kathy Hogan, a Democrat 
from Fargo, said lawmak-
ers should pass a law stat-
ing that companies can’t 
take postproduction 

deductions unless leases 
explicitly allow them to 
do so. Sen. Brad Bekke-
dahl, a Republican from 
Williston who supports 
oil development but who 
also has tried to help min-
eral owners, proposed 
such a measure in 2021.

“We could write legisla-
tion clarifying this easi-
ly,” Hogan said. “But 
we’ve never been able to 
get it done.”

Industry, state 
officials respond

Ron Ness, president of  
the North Dakota Petro-
leum Council, an organi-
zation that lobbies on 
behalf  of  more than 550 
oil and gas companies, 
said many of  the propos-
als would be a “substan-
tial infringement” on 
mineral owners’ property 
rights.

“We believe direct state 
involvement/interference 
in the contractual agree-
ments of  hundreds of  
thousands of  private min-
eral leases is the wrong 
approach,” Ness wrote in 
an email. “Suggested 
actions like this would 
have a detrimental 
impact on mineral devel-
opment in North 
Dakota.”

Gov. Kelly Armstrong, a 
Republican who worked 
for his family’s privately 
owned oil company earli-
er in his career, did not 
respond to a request for 
comment for this article.

During an Aug. 18 
appearance on a KFGO 

radio program, the gover-
nor said he was open to 
making tweaks to the roy-
alty oversight program. 
The program was created 
by legislators in 2023 and 
was envisioned as a way 
to mediate disputes about 
deductions between min-
eral owners and compa-
nies, but that hasn’t 
happened.

“If  this one isn’t work-
ing, we should find out 
why not and figure out if  
we can tweak it and make 
it better,” Armstrong 
said.

Some lawmakers said 
they don’t see a need to 
take any action.

Sen. Kent Weston, a 
Republican from Sarles, 
said he’s discussed the 
issue with colleagues in 
the Legislature and North 
Dakota Petroleum Coun-
cil staff  in recent weeks. 
He said the status quo is 
“fair” and necessary to 
ensure the oil and gas 
industry continues to 
invest in the state.

House Majority Leader 
Mike Lefor and Rep. Todd 
Porter, the longtime chair 
of  the committee oversee-
ing the energy industry 
in the House, could not be 
reached for comment.

This article was pro-
duced for ProPublica’s 
Local Reporting Network 
in partnership with the 
North Dakota Monitor.

This story was 
originally published on 
NorthDakotaMonitor.com
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ROYALTY “We can’t wait until the session 

starts. That’s something that you 
know really needs to happen before 
session starts, so that maybe they 

can come up with something.”
REP. DON LONGMUIR, STANLEY

 


