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October 26, 2020

Dr. Greg Upton

Associate Professor-Research

Center for Energy Studies

Louisiana State University

1071 Energy, Coast, and Environmental Building
Baton Rouge, LA 70803

Re: Mineral Revenues in Louisiana
Dr. Upton,
LMOGA certainly appreciates all the work LSU’s Center for Energy Studies has done and continues
to do to support the oil and gas industry in the State of Louisiana. We certainly look forward to our
continued collaboration with LSU CES and supporting the soon-to-be-released issue of the Gulf
Coast Energy Outlook.
In this spirit of collaboration, we have identified four primary areas of concern as it relates to the
Mineral Revenues in Louisiana report. Itis our hope that you would take these into account,

particularly in presentations of the report when comparing Louisiana to other energy states.

1. Comparison States Allow a Deduction of Marketing Costs - Comparing the tax rate to
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have needed to be $3.125 per Mcf for FY20, yet gas has not traded over $3 for some time
now, especially the in-basin pricing, which producers actually received and which would
be subject to tax in Texas and Oklahoma.

Since producers were receiving less than the $3/MMBTU threshold, the effective tax rate is
much higher than 4% because the amount of tax is fixed per Mcf. Some producers
received less than $1 per Mcf after the deduction of marketing costs. In this case, the FY20
tax rate on a basis comparable to Oklahoma or Texas exceeded 12.5% for these producers.

Oil and Gas Reserves are Subject to Property Tax — Although the Constitution prohibits the
direct taxation of reserves and below-ground equipment, the taxation of the cost to drill
and equip a well effectively serves as a means of levying tax on the reserves and below-
ground equipment. If itis not the reserves and the below-ground equipment being taxed,
then a significant amount of tax is being assessed on what essentially is a hole in the ground.

Presently, these property tax valuations do not decline as the wells production declines,
which could put Louisiana assets at an increasing disadvantage as they age and their
production naturally declines. As a result, the cumulative property tax over the life of a well
would often be greater in Louisiana than it would have been in Texas for the same well.

The Sales Tax Rates in Louisiana are Higher than Surrounding States — Parish sales tax rates
that are added to the state sales tax make the total sales tax rate in Louisiana 2-
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