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Objective

Document how recent increases in oil and
gas exploration and production have
affected the cost of prOViding county
government services in North Dakota
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Approach

• Survey county officials -- ask county"
officials to document the effects on their
individual office

• Use survey results to generate projections
of cost increases for oil and gas producing
counties

Survey
What did we ask?

• General (non-road) offices
• Changes in office workload

• Changes in cost of providing services

• Ability to offset costs from new/increased fees
& charges

• Road departments
• Information on maintenancel repairl and

construction operations on impacted and non
impacted roads
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Survey
Response Rate

• 72 offices/departments in 15 counties (only
Bottineau County absent)

• 12 road departments

• 4 or more responses each from offices of
auditor, sheriff, treasurer, r. of deeds, social
services, & tax equalization

• equates to about a 33 percent response rate

General County Offices

With respect to only changes in petroleum
sector activities in the past 12 months

• 83% of offices reported increased workloads

• Offices internalized the additional workload
(added staff, extra hours for existing staff, purchased equipment)

• Increased workload = increased costs
(86 percent of offices with increased workloads reported costs increased,
compared to 0% of offices without changes in workload)

• Overall, about 72% of general offices reported cost
increases

5/4/2010

3



General Offices
Areas of Additional Expense

Expenses Number Percent
More supplies/inputs 33 76.7

Added equipment 24 55.8

Increased hours for staff 24 55.8

Hired full-time staff 16 37.2

More clients/applicants 14 32.6

Higher wage rates 13 30.2

Hired part-time staff 7 16.3

More training/recruitment 5 11.6

General OffIces
Cost Projections

• Survey responses stratified based on
county-level changes in petroleum output
in last two years
• Do not assume impacts equal in all counties

• Survey responses averaged across all
county offices
• Avoid estimating costs for specific offices
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General Offices
Cost Projections

High Impact Counties
Burke, Divide, Dunn, McKenzie, McLean, and Mountrail

Average net cost increase per
general office in last 12 months
(average of all offices with and without

$32,800cost increases)

Estimated number of county
offices multiplied by average net $2,066,000
cost increase per office

General Offices
Cost Projections

Moderate Impact Counties

Average net cost increase per
general office in last 12 months
(average of all offices with and without

$14,800cost increases)

Estimated number of county
offices multiplied by average net $1,557,000
cost increase per office
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General OffIces
Cost Projections

Estimate of Cost Increases over Past 12 Months

High Impact Counties $2,066,000
(about $344,000 per county)

Moderate Impact Counties $1,557,000
(about $156,000 per county)

All Counties $3,623,000

Road Departments
Unique Challenges

• Effects in each county are different
• Miles of roads affected
• Type, capacities, characteristics of impacted roads
• Geographic distribution of oil activity within county
• Intensity of road use / traffic patterns
• Costs for road operations

• Escalating input costs (e.g., gravel, fuel) not tied to
petroleum sector use of roads

• In absence of petroleum industry, still have road
maintenance costs
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Road Departments
Unique Challenges

• Need to evaluate costs over broader time frames
(majority of road operations not performed on all roads each year)

• Complex problem -- does not lend itself to
relying on a single answer from road
departments

• A different questionnaire and analysis was used

Road Departments
Questionnaire

• County officials provided the following for
impacted and non-impacted roads
• Miles, by road type
• 12 separate maintenance, repair, and

reconstruction/surfacing operations
• Cost per mile

• Frequency of need

• Miles of need in next three years
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Road Departments
Cost Projections

• Cost of maintaining impacted roads

• Cost in absence of oil industry
• Applied non-impacted road data to impacted roads

• Cost per mile by road operation

• Frequency of need by road operation by road type

• Miles impacted by road type

• Difference between the two estimates

Road Departments
General Findings

• Impacted vs non-impacted roads

• Frequency of need is substantially higher (i.e., how
often a particular operation is required)

• Greater disparity with the most costly operations
(e.g., reconstruction, resurfacing)

• Many road operations more expensive ($/mile) to
perform on impacted roads than on non-impacted
roads
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Road Departments
Cost Projections 2010 through 2012

Avg Cost Analysis Ratio Analysis

Counties* Impacted Non- Net Cost Non- Net Cost
Roads impacted Increase impacted Increase

(8,600 miles) Status Status

---------••----.-.-.-. ODDs of 2010 dollars _••••------.---.--••--

Total** 232,900 70,230 162,670 77,350 155,550

Avg Annual 77,600 23,410 54,223 25,783 51,850

Avg Annual 6,469 1,951 4,519 2,149 4,321
Per County

·Counties. with useable data from survey were Billings, Bowman, Burke, Dunn,
Golden Valley, McKenzie, McLean, Mountrail, Renville, Slope, Stark, and Williams.

"Does not include snow removal, weed control, or mowing.

Summary
Annual Cost Projections 2010 through 2012

Costs Low Estimate High Estimate

Roads* $51.8 million $54.2 million

General $3.6 million $3.6 millionOffices

Total (2010 $) $55.4 million $57.8 million

, Does not include impacts in Bottineau, Divide, McHenry, or Ward Counties.
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Conclusions

• Expansion of oil and gas sector has led to
increased workload for majority of county offices

• Increased workloads = increased costs

• Financial impacts of oil and gas on maintenance
of rural roads are substantial

Ac now edgements

• Numerous county officials who took time to fill
out the questionnaires

• Vicky Steiner, ND Association of Oil and Gas
Producing Counties

• Dan Brosz, Brosz Engineering, Inc., Bowman,
ND
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OIL AND GAS IMPACTED COUN IYROAD COST SURVEY
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COU NTY ROAD INVENTORY

MILES OF NEED
NEXT 3YEARS

~~~ ~~~1~~~;~~~'~:N~:$j~~- ·f::~~·;'t~::~rrf:~¥~,~'{;t1~1.~}~;,~;:l1:;~~T.tj~ ..~·.( 0;i,~::.·'~:'>.~::· ASP~~;L ~~~SEL ~":\:, ...,L-~-.,.,~c-.,-~-",,....,=,.j

I ~:~~:~~~~~~~~i~~~~~=~~~:~:::E~r~i~~~~O:~;:~!~:~OlIectornl I I l.".!:;;t"i.:,:,:',,;.!;:~:·;.'.(.:.;.)i .•".;.~..:!,:':~Y.:,:,{.;;.~,:,~.·.~,·.:.!.·~.~.:.'
r:;~~ '1\.:' ~\~, 1~.,.'"1 .• 1.,·~ 'lk", ~~r,r.'!'<. ~.~o~~~J~" .:!"~-n ·.S''\I?;:'''1rf~..t·~~·~''l~~''''~~·-;:; ·~....!'I.l.?>f.:.~1 ,~: ~.. . ~.,.,!~" ')~ ~ '"' • ~- ~ ~: ,.

F.'~~~ MAINTENANCE COSTS and FREQUENCY
-:;'.,:> fht~'·¥....lU't:!·~!"~·;;h{>:'!(~~~t~*~:;,· ..~.;,U,~;1?'.Wtt:H!l;\k~:ft{:.~ l!t~~~~"r.~":: >.~;- ;~,i~ COST FRl:QuENCY

5ASPHALT OVERLAY 11-1/2" or less will be considered maintenance) ermile evervl IYearn
6ASPHALT CHIP SEAL Include oil, chios, eoui mentand labor to com lete ermile evervl IYeern
7ASPHALT REPAIR include cold mix, oatchina and crack seallnal er mile evervl earn
6BLADING GRAVEL ROADS Include eauioment labor fuel and re aim per mile Iper month
gGRAVEL SURFACING REPAiRS (sool '1""linQ, " iW. or less lor maintenance) er mile evervl IWlars

13 ASPHALT SURFACE TREATMENT Includes 3"or Thicker Gravelino and Chio Seal er mile eve IYears
14 ASPHALT OVERLAY Includes millina and 2' to 3" overlay} er mile every lyears
15 NEW HOT BIT, PAVING Includes 3' to 5'Iornew pavement Specifvthickness in notes Iper mile eve IYears
~ GRAVEL RESURFACING (3" to 4")(Based on average haul miles In County)
'i"" Includeloadina, haulina, la~na and all other costsl

17 NEW GRAVEL SURFACiNG 4" to 6' ·SpeciM(Based on averaae haul miles in CounM
ermile everY Ivearn

per mile eve lvears
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Survey'Go,I",
-+ The-purp:>se·ofthis-surveyi5·to·plherinsights·irm·howincreased·oil-and-gas·exploratiot1
and-produetiorroove·affected·thc-provision-al1lh:O$tofcountygo\oemmetlt·scrvices."This·is"D'Jd·
an·in-depth·malYSis.·butmtherthc·survey·is·de:sig~·IO·provide·a·cursory·a-pcripher)t

~nt·ofthe·impacLS1)f·increased·lI;tivitY·Urthe-petroleum·jndustrYOIrkx:aJ·govemments·iR

western·North·Dakota.~,..,
(1)* Please·limit·yourassessm:nt·ofche·cft'ects·oroil·and·ps·activityI01he-last·I 2·mll1ths. 1·

Wc·arenol·ool1Cemc<hbout·cffects·!hat·may!wvc·happencd·more·than·1 yearago. ,,
(2)'" To1he'bcst'ofyourabiJity,'Please'ooI1iid~ll'of>'OOrrespanses'wjth'respccl'IO'just-thefo

eff'ects·ofiooreasedllctivityin·lhcpetroleum·in:!usuy. "We·rw>gnize·thl!It·tb:·provision·o1S
public·services·and·thC·COSlS·tO·provide·those·scrvices'Change'OVcr·time.·so·again.·trytol·
onlydescribe-thosc'Changcs·thlI.t·are·a·result·ofthc·l'kiitional·business·activitY·8Ssociatedl·
with·oil·arx!·gas·cxpkntion·and·production·jn·)'OUC"county. 'tl,

(3)* Plcasc·call·Vicky·Steiner·(701·290·1339)·if-you·havc·any·questiOIlS. 91,
(4)* Plellsc·complete·the·questionnaire·by·February·8,·2008. 'tI,
(5)* Please·retulll'this·fonn·to·)Ourcoun!y·Auditor·s·Office.··Thc·counwauditorwili'coliccU'

thdorms·and·mail·them·to·NDSU·foranalysis. ,,,
Please-fill·jn·chc·fullowing·information. "
COlmly"'" .........•.....•....•... ,

Office'orDeJmt~m'" . 'tI

yourrmme·ard·Positwrr....-·.. CJI,
(1)"Has·tOO"e·been·a.'l'increase·in·service5-pTOvided·orchange·jn·workloa:Hn·YOlr1
.....·officeldepartment·due·to·incrcases·uroil·arv:!·gas·exploration·MlCl'exO"llction·in'}Uur'l
.. ·....county?·(PIDIi~~le·and1:hed:..U·t1\\I..pplyl'll

...........Hyes ·.. ·.. ·If'"}eS.ltow·has·)'Ourotficeldepanmer.t·hand Ia:hhe'irK:rcllSe(hlt'Orklaad? 'II
'edded'additional'Staf'f1

.. ·.. ·..·..·__·IJlC)re·b:nus·forc.x.istiDtstaft"
.................. ·..·__·purehised·ame·equipmentCII

·outsourt:ed·SDm:l'of'tbc"worX.·load

(2)"Ha'YC'irK:reases'in'oil'and'gas'exploration'lJld'prodoction'in')Ouroounlychanged 91
., .... ·thc:c:w·orprovidins·publie 'services'in ·)OOT'offlCc·on1cpstlT.lCnI?"·(P lease 'CitI: Ie) 'I

..... ·······ycs· .... ·-....·Plcase'estimate·thc·~'eOst·increase·overthe·pest·12·IJlC)nths Cft

·······························5 ,
·· .. ···· .. ··No ······ ···Pleasc·skip·to·Question·4.'
.....OOn't·Koow Cf1

(3)"What'would'bc1he'reasons'for'increascs'in'yourofficcld~artment's'operating'costs'dd
···..···to·iJ);reased·oil·and·gas·llClivityin·yourcount'f/··(Pleasc"Check'all.that'llpply)ll
···..··•·..····_·increased·wage·ratcs·foroffice·pcrsonnc.
···..··•·..····_·more·hours·furexistingpersonrc.
·••..•••· ..····--..:hired·additional·part.time·cmplo~
, ··_·hired·lldditional·full-timc·c!l1'loyce.
···..·· ···,_·had"to·incurincreasc·in·traininrand·recruitment·expenses·due·to'higher~

•··..··••..···••..··••..nonnal·cIt1'loyee·luI'll:)Vercradditional·hirinflj
.........H····_·pu~haselleaselacquiR:·lIdditional'equipm:nt·orupgradc·cxisting"cquipme n•
••• M H ..... M ....Msoooertharrexpected··(p_se~llIify •
..• •..·_·had'to-purchasc:more·stW1ic:s·arx!·inputS"lhan'oormalic,g.•,fuel,'ckctricity-
••• .. ·•••..••••·..•..·jllIpc:r,'cof1l)UttTservioet.·corrmunteatioM:ctc.•
••• .. ,,··.._,·_'COSU"WentwbecauK'o(·arrincreosed·munberofcuSlomen;'andforsc:rvicine-.
,......,.M,,···..··..··I.argCf'lXlPU..tiorrbutandlorQl)re'applicants·forourp~

::::=::::::: :~~=d·(plalSUFify, ---'JII

(4)"HAS·yourofficC'ordcpartmentofTset·cost'irK:reascs·in"the·lastyearbyiJx:reasing'ratellf~

.....orbyadding.newfadditio~l.feel?1pInK'CrcItJ.

'''''·''Yes~''''·''''Pleme·estimate'thc·~veraJC"inc\''Cll.SC"cfueolo·higber~or~v.II
'~"····"···'·"···'''··feesoaddo:i·o\lCl'"thc-pllSt·12'Tnonths··S •
...M ....Na"......·o().rofflCe,orckpartmell:·hQ·rot·irK:reased'existiJl!;·~oradde<tl.Dyo:d
···-····_·····_·······C....
·"Don·l·know'.

(5)'·P~commentorranyolherfI$C1I1,ctfects·orr)OUl"'offJCC"ordepa1tnetrthat~·a'direc1ll

···.. ~resull·ofirK:rused'oih.nd"'&a.s·activityin')'OUrcoulll:y(add'lddnional'iht:c.lMronCCCSSlI}').

• THANK'YOU-pltase·return·thfJ'fornt'to'tbe'County·Auditor's'Offke.
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