LEGISLATIVE S EET
Tracking No.

DATE: December 21,2018

TITLE OF RESOLUTION: AN ACTION RELATING TO BUDGET AND FINANCE:
APPROVING A CUMULATIVE REDEEMABLE PREFERRED STOCK INVESTMENT
IN THE NAVAJO NATION OIL AND GAS COMPANY IN THE AMOUNT OF FIFTEEN
MILLION DOLLARS ($15.000.000)

PURPOSE: This legislation approves an investment in the Navajo Nation Oil & Gas Company
of $15.000.000

This written summary does not address recommended : endments as may be provided by
the standing committee. The Office of Legislative Counsel requests each committee
member to review the proposed resolution in detail.
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13 REDEEMABLE PREFERRED STOCK INVESTMENT IN THE NAVAJO NATION
14 OIL AND GAS COMPANY IN THE AMOUNT OF FIFTEEN MILLION DOLLARS
15 ($15,000,000)
16
17 | Section One. Authority
18 A. The Navajo Nation established the Budget and inance Committee as a standing
19 committee of the Navajo Nation Counc and empowered the Committee to
20 coordinate, oversee, and regulate the sc:  financial, investment, contracting and
2] audit policies of the Navajo Nation. 2 N.N.C. §§ 300(A), 301(B)5).
22 B. By Resolution No. BFJN-17-15 (June 23, 2015), the Budget and Finance
23 Committee approved the Amended and Restated Master Investment Policy tor the
24 Navajo Nation ("Investment Policy”) at specifically authorizes the udget
25 and Finance Committee to aj rove direct investments in non-public companies.
26 either equity or debt based, provided such investments have a projected annual rate of
27 return equivalent to the ten year average rate of return for the Master Trust. See
28 | Investment Policy § 8.1(i).
29
30
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Section Two. Findings

A. The Navajo Nation Oil and Gas Company ("NNOGC" or "Company") is a federal
corporation who 7 owned by the Navajo Nation ("Nation")., a federally
recognized Indian tribe. NNOGC was formed as a tederal corporation under Section
17 of the Indian Reorganization Act ("IRA"), 25 U.S.C. § 5124 (formerly 25 U.S.C.
§ 477), as amended, pursuant to a Restated Federal Charter of Incorporation
("Charter") approved by the Navajo Nation Council and the U.S. Department of the
Interior.

B. As authorized and directed by the Navajo Nation Council through the approval and
ratification of the Company's Charter, NNOGC has acquired substantial assets of the
Navajo Nation that it holds in the Navajo public trust, primarily in the Greater Aneth
Field. which it grew from an original investment in the Company by the Navajo
Nation in the amount of $15 million from the NNOGC Oil and Gas Revenue Fund
derived from fuel excise taxes. The Company is charged pursuant to its Charter with
continuing to grow the Nation's assets and returning the Nation's investment through

vidends and distributions of profit to be devoted to essential government:
functions.

C. On June 14, 2018, NNOGC and Guggenheim Partners, LLC ("Guggenheim"), signed
a new $80 million loan agreement. with which 1e Company paid off a prior loan
facility held by a Wells Fargo-led group of nine banks. As required by the loan
agreement, NNOGC was i le to hedge 85% of its projected crude oil production at

the following prices for the periods and pro 1ction percentages indicated:

a. June 2018 through May 2019 $68.25 WTI

b. June 2019 through May 2020 $62.70

c. June 2020 through May 2021 $58.65

d. June 2021 through December 2021 $65.00 (60% of projected production)

D. Pursuant to Section 4.3 of the Investment Policy, the Investment Committee serves as
an advisory group to the Budget and Finance Committee, which has tinal approval of
investments made from the Navajo Nation Master Trust pursuant to the Investment

Policy. On February 23, 2018, the Navajo Nation Investment Committee
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recommended. under Section 8.(i) and (ii) of the Investment Policy, a
redeemable preferred stock investment in NNOGC up to $40 million.

E. On March 6, 2018, by Resolution No. BFMA-13-18, the Budget and Finance
Committee approved an investment in NNOGC of up to $40 million, to be structured
as a redeemable preferred stock investment in the Company, which was
supported by resolutions of NNOGC's Board of Directors and the Company's
shareholder representatives.

F. By resolution of its Board of Directors, attached hereto as Exhibit A, NNOGC has
requested that the $40 million investment : proved by Resolution No. BFMA-13-18
be reduced to an investment of $15 million, to be structured as a cumulative
redeemable preferred stock investment in accordance with the draft zrm Sheet
attached hereto as Exhibit B (the "lnvestment").

G. NNOGC would use the Investment to make additional investments in oil. gas and
helium properties, including seismic ex] »sration, for increased staffing to drive and
manage growth (administrative. financial. engineering, and geological). and for other
appropriate purposes. The Investment would allow NNOGC to return sizeable
dividends to the Nation through the date of the Investment's redemption.

H. Pursuant to 12 N.N.C. § 203(1) and Se: on 4.4 of the Investment Policy.
approved by the Budget and Finance Committee, the Navajo Nation Controller carries
out investments authorized and approved by the Budget and Fini ce Committee.

I. NNOGC has a very solid asset base with tremendous long-term value. Because of
NNOGC having placed substantial hedges and having thereby controlled the crude oil
commodity price risk, there is minimum risk to the Nation that the proposed
cumulative preferred stock investment in NNOGC would not be redeemed or that the

dividends for the stock investment will not be paid to the Nation by NNOGC.

Section Three. Approvals, Authorizations and Directives
A. The Budget and Finance Committee of the Navajo Nation Council hereby
approves an investment in the Navajo Nation Oil and Gas Company in the amount of

fifteen million dollars ($15.000,000), to be structured as a cumulative
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redeemable preferred stock investment under substantially the same terms and
conditions as set forth in the Term Sheet attached hereto as Exhibit "B." Resolution

No. BFMA-13-18 is hereby wholly superseded.

. The Controller shall select the trust funds under the Master Trust to be used to fund

the preferred stock investment in the Company. Each trust fund under the Master
Trust that is providing funding for the preferred stock invest ent shall receive as a
return on its investment a pro rata share of the dividends paid on the Preferred

Stock Investment.

. The Navajo Nation Controller shall conduct whatever additional due diligence is

required, shall finalize the documents for the preferred stock investment, and shall
deliver the final documents for execution by the Navajo Nation O and Gas Company

and the Navajo Nation.

. Upon execution of the preferred stock investment documents. the Office of the

Controller an the Office of Management and Budget and all other appropriate
programs and officials shall immediately take all actions necessary to effectuate the
intent of this Resolution including without limitation the requisite transtfer of funds

for the preferred stock investment.

Section Four. Saving Clause
Should any provision herein be determined invalid by the Navajo courts or other court
of competent jurisdiction, all other provisions of this legislation not determined to

be invalid shall re ain in full force and effect.
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' EMORANDUM

TO: Hon. Tom Chee
23" Navajo Nation Council

FROM: /\ - .

Levon B. Henry, Chief Legislative
Office of Legislative Counsel

DATE: December 21, 2018

SUBJECT: AN ACTION RELATING TO BUDGET AND FINANCE:; APPROVING A
CUMULATIVE RI' \EEMABLE PREFERRED STOCK INVESTMENT IN
THE NAVAJO NATION OIL AND GAS COMPANY IN THE AMOUNT
OF FIFTEEN MILLION DOLLARS ($15.000.000)

Pursuant to your request, attached is the above-referenced proposed resolution
and associated legislative summary sheet. Based on existing law and review of the
documents submitted, the resolution as drafted is legally sufficient. However, as with
all legislation, it is subject to review by tl  courts in the event ofach: enge.

The Office of Legislative Counsel confirms the appropriate stan ng committees’
reviews are based on e legislative powers outlined in 2 N.N.C. § 300. Nevertheless,
“the Speaker of the Navajo Nation Council shall intro 1ce [the proposed resolution] into
the legislative process by assigning it to the respective oversight committee(s) of the
Navajo Nation Council having authority over the matters for proper consideration.” 2
N.N.C. § 164(A)(5).

Please review the proposed resolution to ensure it is drafted to your satisfaction. If
this proposed resolution is acceptable to you, please sign it where it indicates “Prime
Sponsor”, and submit it to the Office of Legislative Services for the assignment of a tracking
number and referral to the Speaker.

If the proposed resolution is unacceptable to you, or if you have further questions,
please contact me at the Office of Legislative Counsel and advise me of changes you would
like made to the proposed resolution. You may contact me at (928) 871-7166. Thank you.
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12/27/2018 LEGISLATION NO: _0448-18 - comments

LEC SLATIOM I D:_0448-18

Lori Goodman <lgoodman89@gmail.com>

Wed 12/26/2018 7:44 PM

lo-comments <comments@navajo-nsn.gov>;

Executive Director Office of Legislative Services
PO. Box 3390 Window Rock, AZ 86515

928) 871-7590

December 26, 2018

Dear Legislative Services,

I 'am submitting my comment on LEGISLATION NO: _0448-18 and SPONSORED by Tom Chee.

TITLE: An Action Relating to Budget and Finance; Approving a Cumulative Redeemabile Preferred Stock investment in the Navajo Nation Qil and Gas
Company in the amount of Fifteen Million Dollars ($15,000,000)

This legislation is requesting Navajo Nation invest $15 million to the Navajo Nation Oil & Gas Company (NNOGC). NNOGC does’t have the experience nor
qualified staff and board. Example: in 2012, NNOGC invested into Resolute Energy Company (operators of the Aneth Field oil and gas assets). This
unintelligent purchase was made when the market was at the height of its peak of $125 a barrel and that has since gone  :he way down to $28 a barref in
2016. An experience and knowledgably CEO and team would know not buy at high price and risk being locked in (which is what happened). The same CEO
and team from 2012 are still in place and it would be a lost of Navajo funds to give NNOGC $15 million.

I'am trying hard to understand what NNOGC thinks they are doing?

What does Redeemable Preferred Stock Investment in the Navajo Nation Oil and Gas Company mean?

What that means is NNOGC, which we, as Navajo People own, is asking us to pay $15 million investment and we don't have voting rights.

To put it in understandable translation: It would be like someone telling me they want to charge me for a room | am using in the house | am the owner of,
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They are telling the Navajo Nation who owns NNOGC. You own your house but we're going to lease a room back to you and charge you and you don't have
a say on how you will use the room. Preferred stock means no voting rights.

$15 million is a lot of money for NNOGC leadership to waste, NNOGC has present outstanding debt of $5 million to the Navajo Nation Minerals Department,
NNOGC has a history of drilling dry wells and Navajo would only be burning 15 million by giving it to NNOGC.

I'm not sure who would be lead down a dead end road to a firing inferno to burn $15 million and have no say in the process, but the 23rd Navajc  tion
Council B&F Committee.

We have to think of the revenues that will be loss with NGS shutting down. We don't need to giving more funds to NNOGC who should be cutting their
expenses and hiring more qualified employees who know what is going on in Oil and Gas production.

Sincerely,

Lori Goodman

Dilkon Chapt
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