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Repeals the provision that oilfield site restoration fees are proportional to severance tax collected on the production of the
well.

Current law imposes a fee on oil, gas, and condensate production in addition to severance tax, to be dedicated to the Qilfield
Site Restoration Fund. The fee varies with the price of oil and condensate, and the fee imposed on reduced-rate production
wells is in the same proportion of the reduced severance tax rate applied to those wells. For wells where the severance tax
rate imposed is zero, including deep, horizontal, and tertiary wells, no fee is imposed.

Proposed law repeals the provision that sets the fee in proportion to the rate of severance tax paid, applying the full fee to
full-production wells. The proportional fee will still apply to reduced-rate production wells such as stripper wells and incapable
wells.

EXPENDITURES 2017-18 2018-19 2019-20 2020-21 2021-22 5 -YEAR TOTAL
State Gen. Fd. $0 $0 $0 $0 $0 $0
Agy. Self-Gen. $0 $0 $0 $0 $0 $0
Ded./Other $0 $0 $0 $0 $0 $0
Federal Funds $0 $0 $0 $0 $0 $0
Local Funds $0 $0 $0 $0 $0 $0
Annual Total $0 $0 $0 $0 $0 $0
REVENUES 2017-18 2018-19 2019-20 2020-21 2021-22 5 -YEAR TOTAL
State Gen. Fd. $0 $0 $0 $0 $0 $0
Agy. Self-Gen. $0 $0 $0 $0 $0 $0
Ded./Other $1,400,000 $1,400,000 $1,300,000 $1,200,000 $1,100,000 $6,400,000
Federal Funds $0 $0 $0 $0 $0 $0
Local Funds $0 $0 $0 $0 $0 $0
Annual Total $1,400,000 $1,400,000 $1,300,000 $1,200,000 $1,100,000 $6,400,000

EXPENDITURE EXPLANATION

LA Dept of Revenue (LDR) indicates some minor administrative costs will be incurred due to this proposal, due to necessary
revisions to the Qilfield Site Restoration Fee Return.

REVENUE EXPLANATION

Proposed law repeals the provision that allows Oil Field Site Restoration fees to be imposed in proportion to the severance tax
rate being collected on the production of the well, relative to the full severance tax rate. It does not repeal the provision that
allows the proportional fee specifically for reduced-rate wells.

Horizontal, deep, and tertiary wells are currently exempted from severance tax, and are therefore not subject to the fee.
Proposed law would impose the fee on these wells.

LDR reports that for FY16, the production volumes of gas and oil yielded by horizontal, deep, & tertiary wells implied $1.5M
in fee revenue foregone by the lack of fee applying to these wells.

The revenue impacts for FY18-FY22 assume that crude oil prices stay below $60 per barrel and that the growth rate of
production in these wells follows for statewide aggregate oil and gas production forecast as projected by the LA Dept. of
Natural Resources.
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