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Rep. Coussan:

| am writing in responseto your letter dated February 10, 2021, which requestedthe LSU
Center for Energy Studiesexamineand provide a separate,independentanalysisof the scal
impact of HouseBiIll 57 of the 2021 Regular Session.Per your request,the estimated scal
impacts presentedbelow alsoinclude a dynamic scoring analysisof the economicimpact as
a result of the proposedseverancdax exemption.

This analysisincludes taxes, licenses,and fees(TLF) collected by state government, but
not local governments. Analysis is basedon the pre led versionof HB57 led on March 4,
2021. Any amendmentsmight impact the estimated scal impacts. Further, scal impacts
are basedon oil and natural gas price forecastsas adopted by the RevenueEstimating
Conferenceon January 19, 2021. Any changeto this forecastwill alsorequire revisionsto
the estimatesbelow.

Baseline Results
SeeTable 1. Resultsare summarizedas follows:

" Over ve years,without taking into accountdynamicimpacts (i.e. the \static" impact)
HouseBill 57 is estimatedto reduceseverancdax revenuesby $57.4 million.

" Table 1 next showsthe estimated dynamic impact of the bill. These scal impacts
are provided in three categories. First, estimated severancetax collectionsfrom new
wells drilled becauseof the exemptiontotal $6.7 million over ve years! Next, royalty
paymentsto state governmentare estimatedto increaseby an estimated $1.6 million.
Third, economicactivity stemmingfrom this exemptionis estimatedto increasetaxes,

lin other words, these are wells that are drilled because the exemption is available, and that would not have been drilled
otherwise.
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to be $61.3million over ve years,or 13.8 percentsmallerthan the static impact.

For budgeting purposes,I recommendusing estimatesin Table 1. Although estimatesin
Table 2 provide perspectiveon the importance of the time to payout on the sizeof the scal
note. Inclusion of results of this scenarioare motivated by a requestby the Legislative Fiscal
O ce (LFO).

Well Enhancement Results

HB57 includesseverancdax exemptionsfor both newly drilled wells and well enhancements.
In responseto your verbal requestupon further discussions,l have also estimated scal
impact if HB57 wereamendedto include only well enhancements.Theseresultsare presented
in Table 3.

" The estimated static scal impact is $13million over ve years.

" Oncedynamic e ects are taken into account, the remaining scal impact is estimated
to be $10.2million over ve years,or 21.7 percentsmallerthan the static impact.
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