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Executive Summary

Introduction

Despite the current difficulties facing the global economy, especially due to the adverse impacts of the
COVID pandemic on the oil and natural gas industry specifically, the stripper well industry will likely
continue to be a major source of energy production, employment, gross domestic product, and
government revenues for the United States.

A critical element of that continued success is the percentage depletion allowance. The allowance is a tax
provision that allows oil and natural gas producers — limited to independent operators, to recover some
of the investments associated with exploring for, and producing, oil and natural gas. Landowners also
accrue benefits as royalty owners. Eliminating the percentage depletion allowance would cause an
economic ripple effect across the economy because the percentage depletion allowance primarily
benefits the nation’s smallest oil and natural gas producers and mineral owners; most of whom are
farmers, ranchers, and other landowners. Elimination of the percentage depletion allowance would have
an outsized impact on these small, economically vulnerable recipients of the allowance. The impact
would be particularly harsh in the midst of the current COVID pandemic.

Energy and Industrial Advisory Partners (EIAP) was commissioned by the National Stripper Well
Association (NSWA) to develop a report forecasting activity levels, spending, oil and natural gas
production, supported employment, GDP, royalty, and government revenues changes if the percentage
depletion allowance was eliminated. The scenarios developed in this report are based solely upon
government and other publicly available data and EIAP’s own expertise and analysis. The study also
included interviews with NSWA members, which showcases the diverse group of companies that make
up the stripper well industry.

The Stripper Well Industry

For tax purposes, a Stripper Well is defined as any oil or natural gas well whose maximum daily average
oil production does not exceed 15 barrels of oil or any natural gas well whose maximum daily average gas
production does not exceed 9o Mcf, per day, during any 12-month consecutive time period.

Stripper wells account for a significant portion of America's oil and natural gas production. These wells
may produce less than 15 barrels of oil a day, but in 2021 they are projected to account for nearly 7.4%
of U.S. oil production. They produce less than go thousand cubic feet a day, yet account for over 8.2%
of U.S. natural gas production. To quantify the potential effects of eliminating the percentage depletion
allowance, this study forecasted a Base Case — no change in law or policy relative to the percentage
depletion allowance for stripper well oil and natural gas activity to provide a comparison with potential
activity and economic impacts of eliminating the percentage depletion allowance. The study forecasted
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key activity indicators including the number of wells drilled, oil and natural gas production, spending, and
royalties based on projected activity levels. These activity and spending forecasts drive the projected
employment, GDP, and government revenue forecasts presented in this report.

Impact of the Potential Elimination of Percentage Depletion

Eliminating the percentage depletion allowance would have a large and increasing impact on the stripper
well industry, the oil and natural gas sector, as well as the broader economy. For the purpose of this
report, a “Percentage Depletion Elimination Case” was developed to provide a comparison of activity
levels (wells drilled, spending, oil and natural gas production, royalties), economic impacts, and
government revenues compared to the Base Case Scenario. The percentage depletion elimination case
assumes that the percentage depletion allowance would be eliminated as of 2022.

» Theelimination of the percentage depletion allowance is projected to have a large and increasing
impact on the number of producing stripper wells across the fifteen-year (2021-2035) forecast
period. On average?, the elimination of percentage depletion is projected to lead to an over 14
percent reduction in the number of producing stripper wells in the U.S. By the end of the forecast
period in 2035, the number of producing stripper wells is projected to be over 167 thousand wells
lower if the percentage depletion allowance was eliminated, with producing stripper wells
projected ataround 489 thousand compared to 656 thousand in the base case (an over 25 percent
reduction).

* This study forecasts that in the Base Case — which assumes no change in law or policy, combined
oil and natural gas production from stripper wells will average around 1.98 million barrels of oil
equivalent a day between 2021-2035, the forecast period. In the Percentage Depletion
Elimination Case — where legislation is enacted to eliminate it, production is projected to fall to
an average of 1.68 million barrels of oil equivalent a day (an over 12 percent reduction). The
impact of eliminating the percentage depletion allowance is projected to grow across the
forecast period.

* Forexample, if percentage depletion was eliminated by 2035, oil and natural gas production from
stripper wells is projected to fall by over 26 percent, from over1.91 million barrels of oil equivalent
a day in the Base Case to just over 1.42 million barrels of oil equivalent a day in the Percentage
Depletion Elimination Case.

* If the percentage depletion were eliminated, this study projects that over the 2021 to 2035
forecast period, oil and natural gas industry spending would be reduced by over $7.1 billion per
year on average. By the end of the forecast period in 2035, spending is projected to be reduced
by over $9.1 billion dollars. Over the full 15-year forecast period from 2021 to 2035, total
spending is projected to be reduced by over $107 billion.

* The averages calculated in this report are calculated across the full 15-year forecast period which includes one year (2021) where no impacts

of eliminating percentage depletion are assumed to occur due to delays in implementation.
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= Across the forecast period (2021-2035) projected average employment reductions are estimated
at just under 84 thousand jobs per year. By 2035, projected reductions in employment are
estimated to be just over 105 thousand jobs.

» Elimination of the percentage depletion allowance is projected to reduce annual contributions to
GDP by an average of around $8.7 billion per year. By the end of the forecast period in 2035,
reductions in GDP are projected to reach over $11 billion.

= Overthe next 15 years, royalty payments are projected to decline by an average of around $640
million per year. By the end of 2035, royalty payments are projected to decline by over $935
million. Over the full 15-year period from 2021 to 2035, total royalty payments are projected to
be reduced by over $8.9 billion.

* This study estimates that eliminating the percentage depletion allowance would lead to state
government revenue reductions of around $200 million per year on average over the 2021 to
2035 forecast period. By the end of the forecast period, revenue reductions are projected to reach
around $315 million annually in 2035.

= Across the 15-year forecast period, additional federal corporate taxes paid to the U.S. Treasury,
due to the elimination of percentage depletion are projected to average just over $450 million
per year. Over the forecast period as production is projected to decline due to the elimination of
percentage depletion, the positive tax benefit of eliminating percentage depletion is projected
to decline annually starting in 2025 ($560 million per year). By the end of the forecast period in
2035, projected additional revenues are expected to decline to around $385 million.

Study Limitations

Given the large degree of volatility and uncertainty in oil and gas markets as well as the global economy,
the assumptions and forecasts contained in this report are based on reasonable readings of conditions
when this report was developed. Uncertainty around commodity pricing and global economic conditions
may have significant effects, especially in the early years of the forecast contained in this report. EIAP
makes no representations as to the impacts of the potential policy proposal addressed in this report. The
report’s projections of the effects that these potential scenarios would impose on the oil and natural gas
industry are an independent, good faith view arising from reasonable assumptions based on these
potential policy changes and the authors’ expertise and experience. Energy and Industrial Advisory
Partners provided this independent study while expressly disclaiming any warranty, liability, or
responsibility for completeness, accuracy, use, or fitness to any person or party for any reason.
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Introduction

About the NSWA

The National Stripper Well Association, founded in 1934, is the only national association representing the
interests of the nation's smallest and most effective oil and gas operators —and their employees — before
Congress and federal agencies. Almost 1,000 members strong, the NSWA's dedicated board of directors,
staff, and Vice President of Governmental Affairs represent NSWA around the country and on Capitol
Hill every day, fighting for the rights and best interests of stripper well producers. It is the belief of NSWA
that producers, owners, and operators of marginally producing oil and gas wells have a unique set of
needs and concerns regarding federal legislation and regulation.

What is a Stripper Well?

For tax purposes, a Stripper Well is defined as any oil or natural gas well whose maximum daily average
oil production does not exceed 15 barrels of oil orany natural gas well whose maximum daily average gas
production does not exceed 9o thousand cubic feet of gas (Mcf), per day, during any 12-month
consecutive time period. The term stripper well is often used interchangeably with the term “Marginal
Well” although they are not the same. A marginal well’s definition is about economic viability, whether
the extraction of oil and gas is profitable. To define a particular well as a marginal well depends on oil
prices, and the cost of production, unlike a stripper well that has a definite output attached. Stripper wells
tend to be marginal wells but a marginal well might not be a stripper well. Stripper Wells make up a
significant portion of America's oil and natural gas production. These wells may produce less than 15
barrels of oil a day, but in 2021 they are projected to account for nearly 7.4% of U.S. oil production. They
produce less than go Mcf a day, yet account for over 8.2% of U.S. natural gas production. Stripper well
operators are typically some of the smallest oil and natural gas companies in the U.S. and these
companies’ operations and economics differ greatly from major oil companies and large independent
exploration and production companies. Stripper well operators typically invest from their own earnings
as they lack access to outside investment capital compared to larger oil and natural gas companies.
Stripper well operator’s tax treatment also differs greatly from larger oil companies, who typically deduct
large amounts of intangible drilling costs to reduce their tax burden. Given the nature of stripper well
operators and their constantly depleting resource base, many of these companies utilize the percentage
depletion provision of the tax code to allow them to reinvest in their oil and natural gas properties.

Percentage Depletion Overview

Percentage depletion is a tax provision that allows oil and natural gas producers to recoup some of the
costs involved in exploring for and producing oil and natural gas. It is only allowed to be used by
independent producers and royalty owners. Elimination of percentage depletion would cause an
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economic ripple effect because of the change in incentives for the many small, independent oil and
natural gas producers, and their royalty owners.

The percentage depletion provision has been a part of the U.S. tax code since February 11, 1926, when
the Senate Committee on Finance passed it into law after extensive debate. Since 1954, all minerals
produced or mined in the U.S. have been able to use percentage depletion.

This provision supports the development of U.S. oil and natural gas, along with other mineral resources,
that would otherwise be uneconomic to produce. This provision also enables independent producers to
keep revenues that are vital to the future of their businesses and the operation of their oil and natural gas
wells. It is because of percentage depletion that these operators can retain their earnings, and many
are reinvesting 100% of their cash flow back into American energy development. Royalty owners also
rely on this tax provision.

Percentage depletion is calculated by applying a 15% reduction to the taxable gross income of a
productive well's property. The reduction is determined on a property-by-property basis and is limited to
the taxpayer’s first 1,000 barrels of oil (or 6,000 Mcf of natural gas) of production per day. Barrels of oil
equivalent was calculated using an energy equivalency ratio of 5,800 cubic feet of natural gas to one
barrel of oil. It is also capped at the net income of a well and limited to 65 percent of the taxpayer’s net
income. As such, the percentage depletion allowance primarily benefits the nation’s smallest oil and
natural gas producers, and mineral owners. Elimination of the allowance would have an outsized impact
on these small, economically vulnerable recipients of the allowance.

Purpose of the Report

Despite the current difficulties it is facing due to low oil and natural gas prices and the impacts of the
COVID-19 pandemic, the U.S. oil and natural gas industry will likely continue to be a major source of
energy production, employment, gross domestic product, and government revenues for the United
States.

Over the years, politicians of both parties have considered eliminating the percentage depletion
allowance, President Biden’s administration has indicated that it is considering eliminating various
provisions that benefit the oil and natural gas industry.

Report Structure

In this report, EIAP first discusses potential activity levels and economic impacts of the elimination of the
percentage depletion allowance. Prior to the appendices, the study also included profiles of NSWA
members to demonstrate the diverse group of companies who make up the oil and gas stripper well
industry. The next section provides state levels results. Appendices include a glossary of terms, a section
that outlines the study’s methodology including data development, the limitations of this study, and how
the scenarios in this report were developed/ The final section provides data tables.
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Excluded from Study

This paper has been limited in scope to the assessment of the potential impacts of the elimination of the
percentage depletion allowance, additional changes to regulations or policies outside of the changes
assessed in this report (for example policies that impact other areas of the U.S. tax code or enact further
regulations of the U.S. oil and natural gas industry) could lead to a greater effect than the impacts laid
out in this report. The study also excludes potential domestic supply chain reductions due to reduced
activity levels which could lead to further reductions in the domestic economic impacts of the stripper
well industry. This study also does not attempt to calculate the effects of the elimination of percentage
depletion on the downstream oil and natural gas industry, or subsequent impacts on other industries (for
example due to reduced domestic oil and natural gas production or higher energy prices), other than the
impacts directly due to reduced activity and oil and natural gas production by the stripper well industry.
Additionally, the projected government revenue impacts do not account for personal income taxes,
county, and local taxes, or property taxes. Due to the exclusion of these impacts, it is likely that the
economic impacts presented in this study represent conservative projections of the potential impacts of
the elimination of the percentage depletion allowance developed. Additionally, the impacts presented
could be imprecise by as much as 10% or more due to the actual adoption and implementation of the
elimination of percentage depletion.

About EIAP

Energy & Industrial Advisory Partners (EIAP) was founded to provide companies, institutional investors,
and industry associations across the energy and industrial markets with economic and strategic
consulting, as well as M&A and restructuring advisory services from seasoned consultants with significant
industry experience. EIAP is a specialist consulting firm that utilizes its deep industry experience and
rigorous analytical methodologies to help stakeholders gain the insights they require to make more
informed, data-driven decisions.

Our team and our subject matter experts have worked in the industries we cover, and we have
maintained that focus throughout our consulting careers. This focus enables us to provide proprietary
insights into the perspectives of key customers, suppliers, and competitors. Our collective experience
amounts to hundreds of engagements alongside some of the world’s most sophisticated energy and
industrial companies, institutional investors, and industry associations.

Every project is bespoke and focused on identifying and understanding the issues facing a business or
industry and developing practical solutions. We understand that insight not only comes from the C-Suite
but also the shop floor, and we are just as comfortable in the field as we are in the board room.
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For more information regarding this study:
Energy and Industrial Advisory Partners contacts:

Sean Shafer
Managing Partner
s.shafer@eiapartners.com

713-309-9020

Cameron Lynch
Managing Partner
c.lynch@eiapartners.com
212-763-8901

NSWA Member contacts:

Dick Schremmer

Bear Petroleum & Gressel Oil Field Service, President
Haysville, Kansas

316-524-1225

dickster@bearpetroleum.com

Nick Powell

Colt Energy, Chairman
Mission, Kansas
913-236-0016
nickpowell@msn.com

Dewey Bartlett, Jr.

Keener Oil & Gas Company, President
Tulsa, Oklahoma

918-587-4154

dewey@keeneroil.com
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Percentage Depletion Elimination Impacts

The elimination of the percentage depletion allowance would have immediate and growing impacts on
the U.S. oil and natural gas industry, stripper well operators specifically as well as the economy as a
whole. Its elimination would have outsized impacts on the nation’s smallest producers and the
communities where they operate.

Since only the nation’s smallest producers can take full advantage of the percentage depletion,
eliminating the allowance would have no material impact on large oil and natural gas companies but
would have a devastating impact on smaller producers due to reduced cash flows. Reductions in
producers’ cash flows would impact both existing wells (which would be more likely to become idle and
cease production), as well as new well drilling activity (due to reduced cash flows available to reinvest in
replacing reserves and drilling new wells).

As most stripper well operators tend to reinvest most of their cash flows into operations, acquiring
existing assets, or drilling new wells, these reduced cash flows would have a multiplier effect on the
impact on the industry over the forecast period.

Cash flow reductions at the beginning of the forecast period due to reduced oil and natural gas
production would lead to reduced new drilling activity, further reducing future cash flows. Over time the
continued lower production and continued lower drilling would be additive, leading to increasing
negative impacts on stripper well producers. For the purposes of this report, the Percentage Depletion
Elimination Case (or PD Elimination Case) assumes that the percentage depletion allowance would be
eliminated starting in 2022.

Producing Wells

The elimination of the percentage depletion allowance is projected to have two primary impacts on the
number of producing oil and natural gas wells over the forecast period. For existing wells, eliminating
percentage depletion is projected to cause an increase in the number of wells that no longer break even
or provide an economic return to their operators leading to an increase in the number of wells that
become idle each year.

Additionally, the reduced income available to operators due to the elimination of percentage depletion
is projected to lead to reduced drilling and completion activity. It is important to note that for the most
part, new wells drilled initially produce quantities of oil and natural gas too large to qualify for the
percentage depletion allowance.

However, as well production declines, it often drops below the threshold which allows an operator to
claim percentage depletion. Additionally, larger operators often sell lower producing wells to smaller
operators, who are more likely to be able to fully claim the percentage depletion allowance. For stripper
well operators who do engage in the drilling of new wells, these tend to be lower producing conventional
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vertical wells that are much more likely to be stripper wells either in their first year of production or
shortly thereafter. Typically for new wells, operators will choose cost depletion for the first three or more
years of production to allow them to depreciate the costs involved with drilling, completing, and bringing
a well onto production.

As part of this study, a Base Case forecast of the number of active stripper wells was developed utilizing
data on all producing wells in the United States, forecast decline curves, a forecast on new well drilling
activity, and well level economic analysis to forecast when wells would likely become idle based on their
break-even cost. After this base case analysis was completed, a secondary forecast was completed taking
into account the elimination of the percentage depletion allowance.

This secondary forecast, the Percentage Depletion Elimination Case, modeled the impact that
eliminating the percentage depletion analysis would have on both currently producing wells, as well as
new well drilling activity, and the impacts increased well shut-ins and reduced drilling would have on the
stock of stripper wells in the U.S. It is important to note that this well level forecast encompasses all
stripper wells, regardless of the operator’s ability to claim percentage depletion allowance. However, the
income impact of eliminating the percentage depletion allowance (and thus the impact on the number
of producing wells) was calculated based on operators’ ability to claim percentage depletion.

The elimination of the percentage depletion allowance is projected to have a large and growing impact
on the number of producing stripper wells across the fifteen-year (2021 to 2035) forecast period. On
average, the elimination of percentage depletion is projected to lead to an over 14 percent reduction in
the number of producing stripper wells in the U.S. By the end of the forecast period in 2035, the number
of producing stripper wells is projected to be over 167 thousand lower if the percentage depletion
allowance were eliminated, with producing stripper wells projected at around 489 thousand compared
to 656 thousand in the base case (an over 25 percent reduction). (Figure 1)
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Figure 1: Projected Loss of Producing Stripper Wells
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Drilling

To develop the overall forecasts for this report, a drilling and completion forecast for the U.S. as a whole
was developed. This forecast was based on recent activity trends and the oil and natural gas price strip
used to develop the report. The forecast was produced on a basin by basin and state by state basis. In
addition to the Base Case drilling and completion forecast, a Percentage Depletion Elimination Case
forecast was also developed, to account for reduced activity due to reduced revenues as a result of the
elimination of the percentage depletion allowance (and the subsequent reduced revenues due to shut in
wells and reduced drilling activity in previous years).

This study forecasts that the elimination of the percentage depletion allowance would lead to an average
reduction of the number of new oil and natural gas wells drilled of around nine percent (740 wells) each
year across the 2021 to 2035 forecast period. At the end of the forecast period in 2035, new wells drilled
are projected to decline by nearly 11 percent (around 925 wells). (Figure 2)
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Figure 2: Projected Loss of Drilling and Completion Activity
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Production

To develop the production forecasts for this report, a well-by-well production forecast for currently
producing wells was constructed. This forecast was based on the well’s current production and its
historical decline profile, which was best fitted to decline curve projections. Additionally, a forecast of
drilling activity was developed on a state-by-state basis, and for new wells drilled decline curves were
modeled based on production data for wells drilled in the last five years. In both cases, well production
curves were modeled along with forecasts of production costs, taxes, royalties, transportation costs, and
realized oil and natural gas prices to forecast when a well’s income fell below its modeled break-even
costs, at which point it was assumed that the well would be shut in and no longer produce.

For the Percentage Depletion Elimination Case, the impact of the elimination of the percentage
depletion allowance on well economics was also modeled, based on the well operator’s ability to claim
percentage depletion, as was the impact of reductions in drilling and completion activity.

This study forecasts that in the Base Case, average combined oil and natural gas production from stripper
wells will average around 1.98 million barrels of oil equivalent a day across the 2021 to 2035 forecast
period. In the Percentage Depletion Elimination Case, production is projected to average 1.68 million
barrels of oil equivalent a day (an over 12 percent reduction). The impact of eliminating the percentage
depletion allowance is projected to grow across the forecast period. By 2035 oil and natural gas
production from stripper wells is projected to fall by over 26 percent, from over 1.91 million barrels of oil
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equivalent a day in the Base Case to just under 1.42 million barrels of oil equivalent a day in the
Percentage Depletion Elimination Case. (Figure 3)

Figure 3: Projected Stripper Well Oil and Natural Gas Production (BOE/D)
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Source: Energy and Industrial Advisory Partners

Stripper wells may produce less than 15 barrels of oil a day, but in 2021 they are projected to account for
nearly 7.4% of U.S. oil production. They produce less than 9o thousand cubic feet a day, yet are projected
to account for over 8.2% of U.S. natural gas production in 2021.*

Spending

The elimination of the percentage depletion allowance is projected to have a large and growing impact
on oil and natural gas industry spending due to reduced operational spending to service producing wells,
as well as reduced investment in new wells including reduced drilling and completion spending, reduced
spending on facilities and gas gathering infrastructure, and reduced gas processing spending.

On average across the 2021 to 2035 forecast period, oil and natural gas industry spending is projected to
be reduced by over $7.1 billion per year. By the end of the forecast period in 2035, spending is projected
to be reduced by over $9.1 billion dollars. (Figure 4)

% Based on the Energy Information Administration’s January 12", 2021 projections of 2021 U.S. oil and natural gas production (11.1 million

barrels of oil per day and 88.2 BCF/d of natural gas).
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Figure 4: Projected Oil and Natural Gas Industry Spending Reductions
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Jobs

Elimination of the percentage depletion allowance would have a significant impact on employment in
the oil and natural gas industry. Employment reductions would be due to a number of factors, including
reduced spending on operations and new well development. Additionally, reduced royalty payments and
state taxes would also impact employment. Across the forecast period (2021-2035) projected average
employment reduction is estimated at just under 84 thousand jobs annually. By 2035, projected
reductions in employment are estimated to be just over 105 thousand jobs. (Figure 5)

EIAP

19 — Enercy & InpusTRIAL __
ADVISORY PARTNERS




Figure 5: Projected Employment Reductions
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The largest impact is projected to take place in Texas, with an average reduced employment of over 47

thousand jobs. 13 states are projected to see average reduced employment of over one thousand jobs
including Oklahoma (5,170 jobs), California (4,310 jobs), New Mexico (3,160 jobs), Colorado (2,740 jobs),
Kansas (2,430 jobs), Ohio (2,375 jobs), Pennsylvania (12,990 jobs), Louisiana, (1,950 jobs), North Dakota
(1,825 jobs), West Virginia, (1,700 jobs), lllinois (1,350 jobs), and Wyoming (1,170 jobs).

The stripper well industry supports employment both through direct employment by the industry, but

also indirectly. Across the 2021 to 2035 forecast period, reductions in direct employment are projected

to average nearly 34 thousand jobs each year. Across the 2021 to 2035 forecast period, supported indirect

and induced employment is projected to be reduced by nearly 5o thousand jobs. (Figure 6)
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Figure 6: Projected Direct and Indirect and Induced Supported Job losses
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The stripper well industry supports employment in a variety of industry sectors in addition to the oil
and natural gas industry. In fact, some of the largest projected employment reductions, if the
percentage depletion allowance was eliminated, are expected in sectors such as real estate (5,690 jobs
on average), retail (5,670 jobs on average), healthcare (an average of over 5,560 jobs), finance and
insurance (an average of over 3,520 jobs). These losses are in addition to sectors that are directly
impacted including durable goods manufacturing (an average of 16,700 jobs per year), oil and gas (10,900
jobs on average), professional scientific and technical services (7,640 jobs on average), and construction

(3,450 jobs). (Figure 7)
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Figure 7: Projected Oil and Gas Supported Job losses by Industry Sector
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GDP

The stripper well industry contributes significant levels of gross domestic product (GDP) to the
economies of the states where it is active as well as the national economy. Elimination of the percentage
depletion allowance is projected to lead to reductions in annual contributions to GDP that average
around $8.7 billion. By the end of the forecast period in 2035, reductions in GDP are projected to reach

over $11 billion. (Figure 8)
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Figure 8: Projected Oil and Natural Gas Contributions to GDP Reductions
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Royalties

In addition to spending, the stripper well industry also contributes to the economy, private citizens,
governments, and other institutions through the payment of royalties to landowners and mineral rights
holders. According to the National Association of Royalty Owners (NARO) over 12.5 million private
citizens own oil and gas mineral rights in the U.S.

According to the Association, royalty owners are “teachers, farmers, ranchers, homemakers,
accountants, firemen, plumbers, retirees, dentists, small business owners, factory workers, engineers,
pet groomers, widows, roofers, lawyers, policemen, florists, carpenters, and bricklayers”. According to
NARO, the average NARO member’s royalty income is five hundred dollars per month. Private royalty
owners can also claim percentage depletion and would also be impacted if the percentage depletion
allowance were eliminated by reduced production, wells being shut-in, and reduced drilling activity. To
calculate potentially lost royalty payments due to the elimination of percentage depletion, estimates of
average royalty rates were calculated on a state-by-state basis along with reduced oil and natural gas
production and projections of overall revenues from this production. Additionally, assumptions around
recipients of royalties as well as the likelihood that these royalties would be spent or saved were utilized
to calculate the potential economic impacts of reduced royalty payments.

Across the forecast period, average royalty payments are projected to decline by an average of around
$640 million peryear. By the end of the forecast period in 2035, royalty payments are projected to decline
by over $935 million. (Figure 9)
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Figure 9: Projected Percentage Depletion Elimination Case Oil and Natural Gas Royalty Reductions
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Government Revenues

Elimination of the percentage depletion allowance is projected to impact government revenues in a
number of ways, some of which are not quantified in this report. This report considers two potential
impacts on government revenues due to the elimination of the percentage depletion allowance. First,
the impact of reduced oil and natural gas production on state-level severance and ad valorem taxes was
calculated based on state-level tax rates. Secondly, the impact on federal corporate taxes of both
reduced production and its impacts on company revenues and profits, as well as the higher effective tax
rate operators would experience as a result of the elimination of percentage depletion were considered.
The study does not account for personal income taxes, county, and local taxes, or property taxes. As
such, the negative tax implications for local, state, and federal governments would in all likelihood
be larger than those projected in this report.

This study estimates that eliminating the percentage depletion allowance would lead to state
government revenue reductions of around $200 million annually over the 2021 to 2035 forecast
period. By the end of the forecast period, revenue reductions are projected to reach around $315 million
per year. (Figure 10)
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Figure 10: Projected Percentage Depletion Elimination Case Oil and Natural Gas State Government
Revenue Reductions
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The elimination of percentage depletion allowance would impact federal government revenues in a
number of ways, some of which (such as reduced personal income taxes) are not accounted for in this
report.

The impact on federal corporate taxes of eliminating the percentage depletion allowance would be
twofold. First, effective tax rates for stripper well producers would rise as producers could no longer claim
the allowance. Secondarily, reduced revenues and profits due to reduced oil and natural gas production
would shrink the tax base. As with the other impacts of eliminating the percentage depletion allowance,
the effects of reduced production are projected to grow over the forecast period, reducing the positive
taximplications of increased effective tax rates. It is also important to note that the following calculations
of the taximpacts are estimates, and do not take into account the impacts of net operating losses (NOL)
which can be carried over by producers. Excluding the impacts of NOLs likely leads to an overstatement
of the positive tax implications of eliminating the percentage depletion allowance.

Across the forecast period, average additional federal corporate taxes due to the elimination of
percentage depletion allowance are projected to average just over $450 million per year. Over the
forecast period, as production is projected to decline due to the elimination of percentage depletion, the
positive tax benefit of eliminating percentage depletion is projected to decline annually starting in 2025
($560 million per year). By the end of the forecast period in 2035, projected additional revenues are
expected to decline to nearly $385 million. (Figure 11)
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Figure 11: Projected Percentage Depletion Elimination Case Oil and Natural Gas Federal
Government Revenue Increases
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In December 2016, the Joint Committee on Taxation (JCT) of the U.S. Congress produced an estimate
on the potential additional tax revenues and impact on the federal budget of eliminating the
percentage depletion allowance. JCT estimated that in the ten-year period from 2017 to 2026 the
federal government would receive additional tax revenues of $12.8 billion. Although the time periods
differ, this report estimates that eliminating the percentage depletion allowance would lead to only
$5.2 billion of additional federal tax revenue (due to increased corporate tax payments) in the first ten
years after elimination (2022 to 2031). This estimate does not account for reduced personal income tax
payments that would inevitably occur due to reduced employment which would offset some of the
additional corporate tax revenues.
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Conclusions

Eliminating the percentage depletion allowance would have a large and increasing impact on the stripper
well industry, the oil and natural gas sector as a whole, as well as the broader economy. For the purpose
of this report, a “Percentage Depletion Elimination Case” based on a change in law leading to the
percentage depletion allowance being eliminated was developed to provide a comparison of activity
levels (wells drilled, spending, oil and natural gas production, royalties), economic impacts, and
government revenues compared to the Base Case Scenario, where current law and policy remainin place.

» Theelimination of the percentage depletion allowance is projected to have a large and increasing
impact on the number of producing stripper wells across the fifteen-year (2021-2035) forecast
period. On average, the elimination of percentage depletion is projected to lead to an over 14
percent reduction in the number of producing stripper wells in the U.S. By the end of the forecast
period in 2035, the number of producing stripper wells is projected to be over 167 thousand wells
lower if the percentage depletion allowance were eliminated, with producing stripper wells
projected ataround 489 thousand compared to 656 thousand in the base case (anover 25 percent
reduction).

» This study forecasts that in the Base Case, which assumes no change in law or policy, combined
oil and natural gas production from stripper wells will average around 1.98 million barrels of oil
equivalent a day between 2021 to 2035, the forecast period. In the Percentage Depletion
Elimination Case — where legislation is enacted to eliminate it, production is projected to fall to
an average of 1.68 million barrels of oil equivalent a day (an over 12 percent reduction). The
impact of eliminating the percentage depletion allowance is projected to grow across the
forecast period.

* Forexample, if percentage depletion was eliminated by 2035, oil and natural gas production from
stripper wells is projected to fall by over 26 percent, from over1.91 million barrels of oil equivalent
a day in the Base Case to just over 1.42 million barrels of oil equivalent a day in the Percentage
Depletion Elimination Case.

* If the percentage depletion allowance were eliminated, it is projected that across the 2021 to
2035 period, oil and natural gas industry spending would be reduced by over $7.1 billion per year
on average. By the end of the forecast period in 2035, spending is projected to be reduced by
over $9.1 billion dollars. Over the full 15 year forecast period from 2021 to 2035, total spending
is projected to be reduced by over $107 billion.

= Across the forecast period (2021-2035) projected average employment reductions are estimated
at just under 84 thousand jobs per year. By 2035, projected reductions in employment are
estimated to be just over 105 thousand jobs.

* Elimination of the percentage depletion allowance is projected to reduce annual contributions to
GDP by an average of around $8.7 billion per year. By the end of the forecast period in 2035,
reductions in GDP are projected to reach over $11 billion.
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Over the next 15 years, average royalty payments are projected to decline by an average of
around $640 million per year. By the end of 2035, royalty payments are projected to decline by
over $935 million. Also, over the full 15-year period from 2021 to 2035, total royalty payments
are projected to be reduced by over $8.9 billion.

This study estimates that eliminating the percentage depletion allowance would lead to state
government revenue reductions of around $200 million per year on average over the 2021 to
2035 forecast period. By the end of the forecast period, revenue reductions are projected to reach
around $315 million annually by 2035.

Across the 15-year forecast period, additional federal corporate taxes paid to the U.S. Treasury,
due to the elimination of percentage depletion are projected to average just over $450 million
per year. Over the forecast period as production is projected to decline due to the elimination of
percentage depletion, the positive tax benefit of eliminating percentage depletion is projected
to decline annually starting in 2025 ($560 million per year). By the end of the forecast period in
2035, projected additional revenues are expected to decline to around $385 million.

Eliminating the percentage depletion allowance would primarily affect the nation’s smallest and
most vulnerable oil and natural gas producers. Many of these producers are based in and operate
in small towns and rural areas which would see an outsized impact as a result of this potential
policy change. This impact would be felt by the pumpers, clerical workers, companies who sell
parts and equipment, people who repair equipment such as machine shops & welders, people
who operate equipment, as well as the farmers, ranchers, and retirees who receive royalty
payments from these wells.
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State Results

Texas

The state of Texas is projected to see the largest impacts from the elimination of the percentage
depletion allowance. The large impacts are due to the state’s large number of stripper wells as well as its
importance to the oil and natural gas industry’s supply chain and continued high levels of oil and natural
gas drilling. (Table 1)

Table 1: Projected Texas State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -4,662 -9,192 -13,518 -17,669 -21,516 -25,071 -28,492
BOE Productio o -13,399 -26,188 -52,254 -75,954 -88,609 | -103,245 | -121,785
ployme o -24,260 -36,254 -40,531 -48,894 -51,105 -52,266 -53,681
DP 0 $0 -$2,504 | -$3,734 | -$4,210 | -$5095 | -$5333 | -$5469 | -$5,633
Royaltie 0 $0 -$36 -$72 -$150 -$220 -$253 -$287 -$327
ate Taxe 0 $0 -$12 -$23 -$48 -$70 -$81 -$92 -$105
0 030 0 0 0 0 0 Average
Producing Stripper We 31,635 | -34,421 | -37,084 | -39,198 | -41,460 | -43,541 | -45455 | -26,194
BOE Productio -135,207 | -150,779 | -156,587 | -167,136 | -176,736 | -181,278 | -189,163 | -109,215
ployme -54/952 | -56,145 | -56,777 | -57,156 | -57,654 | -58,002 | -58,228 | -47,060
DP 0 -$5,777 -$5,916 -$5,982 -$6,031 -$6,093 -$6,132 -$6,163 -$4,938
Royaltie 0 -$358 -$391 -$391 -$411 -$430 -$438 -$452 -$281
ate Taxe 0 -$115 -$125 -$125 -$131 -$138 -$140 -$145 -$90

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on the state’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 28,495 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by 45,455. Oil and natural gas
production is projected to be reduced by an average of 121,785 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 189,165 barrels of oil equivalent.

Across the forecast period, Texas is projected to see reduced employment due to the elimination of the
percentage depletion allowance of around 47,060 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 58,230 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $4.94 billion on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $6.16 billion. Texas is projected to see average reduced royalty payments of around $280 million
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annually across the 2021 to 2035 forecast period ($452 million in 2035), and reduced state tax revenues
averaging around $90 million annually ($145 million in 2035).

Oklahoma

The state of Oklahoma is projected to see the second-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large number of stripper wells
and continued high levels of oil and natural gas drilling activity. (Table 2)

Table 2: Projected Oklahoma State Impacts of Eliminating Percentage Depletion

0 0 0 0 028

Prod g pper We o -1,346 -2,612 -4,272 -6,226 -7,977 -9,978 -11,742
BOE Productio o -4,569 -8,728 -17,920 | -27,946 | -31,539 | -38,318 | -45,145

ployme o -2,018 -3,398 -3,838 -4,870 -5,386 -5,692 -6,034

DP 0 $0 -$186 -$314 -$360 -$461 -$511 -$543 -$579

NOEN 0 $0 -$8 -$16 -$34 -$53 -$61 -$74 -$86
ate Taxe 0 $0 -$3 -$6 -$14 -$22 -$25 -$30 -$35
0 030 0 0 0 0 0 Average

Prod g pper We -13,210 -14,322 -15,395 -16,203 -17,164 -17,712 -17,937 -10,406
OINCLIVCEChN -48,339 | -52,176 | -54,127 | -57,76 | -57,603 | -57,623 | -58,352 | -37,304

ployme -6,265 -6,478 -6,591 -6,717 -6,744 -6,753 -6,769 -5,170

DP 0 -$603 -$625 -$636 -$649 -$653 -$653 -$655 -$495

Royaltie 0 -$93 -$100 -$102 -$107 -$108 -$108 -$109 -$71
ate Taxe 0 -$38 -$41 -$41 -$43 -$44 “$44 -$44 -$29

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on the state’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 10,405 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by 17,935. Oil and natural gas
production is projected to be reduced by an average of 37,305 barrels of oil equivalent per day across the
forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is projected
to decline by over 58,350 barrels of oil equivalent.

Across the forecast period, Oklahoma is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around 5,170 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 6,770 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $495 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $655 million. Oklahoma is projected to see average reduced royalty payments of around $7
million annually across the 2021 to 2035 forecast period ($109 million in 2035), and reduced state tax
revenues averaging around $29 million annually ($44 million in 2035).
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California

The state of California is projected to see the third-largest impact from the elimination of the percentage
depletion allowance. The large impacts are due to the state’s large existing base of stripper wells and oil
and natural gas supply chain. (Table 3)

Table 3: Projected California State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We 0 =792 -1,598 “2,431 -3,215 3,943 4,702 -5,285
BOE Prod 0 o -3,214 -6,725 -14,059 -21,050 -24,005 -27,552 -30,720
ployme o -1,124 -2,907 -3,218 -4,137 -4,567 -4,806 -5,064
DP 0 $0 -$123 -$324 -$359 -$463 -$511 -$539 -$568
Royaltie 0 $0 -$9 -$18 -$40 -$59 -$68 -$77 -$86
ate Taxe 0 $0 -$2 -$4 -$8 -$12 -$14 -$16 -$17
0 030 0 0 0 0 0 Average
Producing Stripper We -5,879 -6,301 -6,733 -7,170 71435 -7,701 -7,972 ~by 744
BOE Productio -33,711 | -36,227 | -35091 | -36,536 | -37,159 | -36,474 | -37,242 | -25318
ployme -5,306 -5,521 -5,551 -5,659 -5,612 -5,597 -5,590 “4,311
DP 0 -$596 -$620 -$624 -$636 -$631 -$629 -$628 -$483
Royaltie 0 -$94 -$100 -$96 -$100 -$101 -$99 -$101 -$70
ate Taxe o -$19 -$20 -$19 -$20 -$20 -$20 -$20 -$14

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on California’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 4,745 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 7,970. Oil and natural
gas production is projected to be reduced by an average of 25,320 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 37,240 barrels of oil equivalent.

Across the forecast period, California is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around 4,310 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 5,590 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $485 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $630 million. California is projected to see average reduced royalty payments of around $70
million annually across the 2021 to 2035 forecast period ($101 million in 2035), and reduced state tax
revenues averaging around $14 million annually ($20 million in 2035).
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New Mexico

The state of New Mexico is projected to see the fourth-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells and the large number of new wells being drilled in the state. (Table 4)

Table 4: Projected New Mexico State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -461 -882 -1,274 -1,630 -1,952 -2,277 -2,629
BOE Productio o -2,394 -4,562 -10,483 -15,825 -17,148 -20,826 -26,550
ployme o -1,703 -2,204 -2,651 -3,179 -3,268 -3,362 -3,512
DP 0 $0 -$163 -$211 -$258 -$312 -$322 -$333 -$351
e 0 $0 -$3 -$6 -$14 -$21 -$23 -$27 -$32
e 0 $0 -$1 -$3 -$6 -$10 -$11 -$12 -$15
0 030 0 0 0 0 0 ge
oducing Stripper We 3,141 -3,594 -3,917 -4,159 ~4,377 -4,632 -4,962 -2,659
BOE Productio -30,607 | -35644 | -38,804 | -42,485 | -45103 | -46,416 | -48,995 | -25,723
ployme -3,645 -3,787 -3,874 -3,986 -4,028 -4,065 -4,126 -3,160
DP 0 -$367 -$384 -$394 -$407 -$412 -$417 -$424 -$317
e 0 -$37 -$43 -$45 -$48 -$51 -$52 -$54 -$30
e 0 -$17 -$20 -$21 -$23 -$24 -$24 -$26 -$14

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on New
Mexico’s stripper well industry, with the state projected to see an average reduction in the number of
producing stripper wells of around 2,670 across the forecast period. By the end of the forecast period in
2035, the number of producing stripper wells in the state is projected to be reduced by around 4,960. Oil
and natural gas production is projected to be reduced by an average of 25,725 barrels of oil equivalent
per day across the forecast period. By the end of the forecast period in 2035, daily oil and natural gas
production is projected to decline by over 48,995 barrels of oil equivalent.

Across the forecast period, New Mexico is projected to see reduced employment due to the elimination
of the percentage depletion allowance of around 3,160 jobs on average annually. By the end of the
forecast period in 2035, employment is projected to decline by around 2,125 jobs. Due to the elimination
of the percentage depletion allowance, the state is projected to see reduced GDP of around $315 million
on average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP
of around $245 million. New Mexico is projected to see average reduced royalty payments of around $30
million annually across the 2021 to 2035 forecast period ($54 million in 2035), and reduced state tax
revenues averaging around $14 million annually ($26 million in 2035).
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National Stripper Well Association

Colorado

The state of Colorado is projected to see the fifth-largest impact from the elimination of the percentage
depletion allowance. The large impacts are due to the state’s large existing base of stripper wells and the
large number of new wells being drilled in the state. (Table 5)

Table 5: Projected Colorado State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -1,261 -1,626 -2,191 -2,507 -2,811 -3,116 -3,406
BOE Prod 0 o} -6,430 -8,160 -13,727 -17,701 -18,543 -21,237 -25,037
ployme o -1,367 -1,960 -2,304 -2,775 -2,878 -2,967 -3,096
DP 0 $0 -$144 -$206 -$246 -$298 -$310 -$321 -$338
Royaltie 0 $0 -$7 -$10 -$17 -$22 -$23 -$26 -$30
ate Taxe 0 $0 -$3 -$3 -$6 -$8 -$8 -$9 -$11
0 030 0 0 0 0 0 Average
Producing Stripper We -3,680 -3,954 -4,217 ~4/453 ~4,700 -4,928 -5,155 -3,200
BOE Prod 0 -27,070 -30,162 -31,747 -33,868 -35,366 -35,735 -37,215 -22,800
ployme -3,192 -3,297 -3,360 -3,427 -3,465 -3,485 -3,517 -2,739
DP 0 -$350 -$363 -$371 -$380 -$385 -$387 -$392 -$299
Royaltie 0 -$33 -$36 -$37 -$39 -$41 -$41 -$43 -$27
ate Taxe 0 -$12 -$13 -$13 -$14 -$14 -$14 -$15 -$10

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Colorado’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 3,200 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 5,155. Oil and natural
gas production is projected to be reduced by an average of 22,800 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 37,215 barrels of oil equivalent.

Across the forecast period, Colorado is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around 2,740 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 3,515 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $300 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $390 million. Colorado is projected to see average reduced royalty payments of around $27
million annually across the 2021 to 2035 forecast period ($43 million in 2035), and reduced state tax
revenues averaging around $10 million annually ($15 million in 2035).
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Kansas

The state of Kansas is projected to see the sixth-largest impact from the elimination of the percentage
depletion allowance. The large impacts are due to the state’s large existing base of stripper wells. (Table
6)

Table 6: Projected Kansas State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -2,401 -4,780 -7,085 -9,324 -10,582 -11,806 -13,003
BOE Productio o -2,720 -5,252 -10,097 -14,564 -15,385 -16,868 -18,768
ployme o -641 -1,684 -1,907 -2,465 -2,663 -2,761 -2,880
DP 0 $0 -$58 -$151 -$173 -$225 -$243 -$252 -$264
Royaltie 0 $0 -$4 -$8 -$15 -$22 -$24 -$26 -$28
ate Taxe 0 $0 -$2 -$4 -$8 -$12 -$13 -$14 -$15
0 030 0 0 0 0 0 Average
Prod g pper We -14,174 -15,318 -16,437 -17,531 -18,594 -19,631 -20,634 -12,087
BOE Prod 0 -19,937 -21,422 -20,887 -21,572 -21,967 -21,250 -21,325 -15,468
ployme -2,983 -3,086 -3,089 -3,056 -3,105 -3,086 -3,071 -2,432
DP 0 -$273 -$283 -$283 -$281 -$285 -$283 -$282 -$223
Royaltie 0 -$30 -$32 -$31 -$31 -$32 -$31 -$31 -$23
ate Taxe 0 -$16 -$17 -$17 -$17 -$17 -$17 -$17 -$13

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Kansas'’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 12,085 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 20,635. Oil and
natural gas production is projected to be reduced by an average of 15,470 barrels of oil equivalent per day
across the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production
is projected to decline by over 21,325 barrels of oil equivalent.

Across the forecast period, Kansas is projected to see reduced employment due to the elimination of the
percentage depletion allowance of around 2,430 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 3,070 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $225 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $280 million. Kansas is projected to see average reduced royalty payments of around $22 million
annually across the 2021 to 2035 forecast period ($31 million in 2035), and reduced state tax revenues
averaging around $13 million annually ($17 million in 2035).

EIAP

34 — Enercy & InpusTRIAL __
ADVISORY PARTNERS

EANSWA —



EANSWA —

National Stripper Well Association

Ohio

The state of Ohio is projected to see the seventh-largest impact from the elimination of the percentage
depletion allowance. The large impacts are due to the state’s large existing base of stripper wells. (Table

7)

Table 7: Projected Ohio State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -794 -1,566 -2,288 -2,980 -3,622 4,224 -4,788
BOE Productio o -598 -1,183 -2,356 -3,464 -3,904 -4,558 -5,363
ployme o -1,160 -1,895 -2,070 -2,478 -2,592 -2,645 -2,713
DP 0 $0 -$114 -$186 -$203 -$243 -$254 -$259 -$266
Royaltie 0 $0 -$1 -$2 -$4 -$6 -$6 -$7 -$8
ate Taxe 0 $0 $0 $0 -$1 -$1 -$1 -$1 -$2
0 030 0 0 0 0 0 Average
Prod g pper We -5,333 -5,817 -6,286 -6,662 -7,042 -7,363 -7,680 -4,430
BOE Productio -5,946 -6,624 -6,85¢4 -7:284 7,644 -7,697 -8,002 ~4,765
ployme -2,777 -2,835 -2,869 -2,895 -2,901 -2,912 -2,915 -2,377
DP 0 -$272 -$277 -$281 -$283 -$284 -$285 -$285 -$233
Royaltie 0 -$9 -$10 -$10 -$11 -$11 -$11 -$11 -$7
ate Taxe 0 -$2 -$2 -$2 -$2 -$2 -$2 -$2 -$1

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Ohio’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 4,430 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 7,680. Oil and natural
gas production is projected to be reduced by an average of 4,765 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 8,000 barrels of oil equivalent.

Across the forecast period, Ohio is projected to see reduced employment due to the elimination of the
percentage depletion allowance of around 2,375 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 2,915 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $235 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $285 million. Ohio is projected to see average reduced royalty payments of around $7 million
annually across the 2021 to 2035 forecast period ($11 million in 2035), and reduced state tax revenues
averaging around $1 million annually ($2 million in 2035).
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National Stripper Well Association

Pennsylvania

The state of Pennsylvania is projected to see the eighth-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells as well the high levels of new drilling activity in the state. (Table 8)

Table 8: Projected Pennsylvania State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Producing Stripper We 0 -1,629 -3,161 ~4/593 -5,936 -7,189 -8,361 -9,463
BOE Productio o -1,024 -1,978 -3,922 -5,514 -5,890 -6,889 -8,406
ployme o -1,003 -1,482 -1,667 -2,013 -2,194 -2,233 -2,293
DP 0 $0 -$111 -$163 -$185 -$225 -$245 -$250 -$258
0 e 0 $0 -$1 -$3 -$5 -$8 -$8 -$10 -$12
e e 0 $0 $0 $0 $0 -$1 -$1 -$1 -$1
0 030 0 0 0 0 0 ge
Producing Stripper We -10,493 | -11,455 | -12,351 | -13,194 | -13,969 | -14,687 | -15351 -8,789
BOE Productio -9,200 -10,225 -10,792 -11,502 -11,948 -11,935 -12,207 -7,429
ployme -2,345 -2,391 -2,426 -2,426 -2,465 -2, 474 -2,476 -1,993
DP 0 -$265 -$271 -$275 -$276 -$280 -$281 -$282 -$224
Ro e 0 -$13 -$14 -$15 -$16 -$16 -$16 -$17 -$10
e e 0 -$1 -$1 -$1 -$1 -$1 -$1 -$1 -$1

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on
Pennsylvania’s stripper well industry, with the state projected to see an average reduction in the number
of producing stripper wells of around 8,789 across the forecast period. By the end of the forecast period
in 2035, the number of producing stripper wells in the state is projected to be reduced by around 15,351.
Oil and natural gas production is projected to be reduced by an average of 7,430 barrels of oil equivalent
per day across the forecast period. By the end of the forecast period in 2035, daily oil and natural gas
production is projected to decline by over 12,210 barrels of oil equivalent.

Across the forecast period, Pennsylvania is projected to see reduced employment due to the elimination
of the percentage depletion allowance of around 1,995 jobs on average annually. By the end of the
forecast period in 2035, employment is projected to decline by around 2,475 jobs. Due to the elimination
of the percentage depletion allowance, the state is projected to see reduced GDP of around $225 million
on average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP
of around $280 million. Pennsylvania is projected to see average reduced royalty payments of around
$10 million annually across the 2021 to 2035 forecast period ($17 million in 2035), and reduced state tax
revenues averaging around $1 million annually ($1 million in 2035).
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National Stripper Well Association

Louisiana

The state of Louisiana is projected to see the ninth-largest impact from the elimination of the percentage
depletion allowance. The large impacts are due to the state’s large existing base of stripper wells and its
importance to the oil and natural gas supply chain. (Table g)

Table 9: Projected Louisiana State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -504 -978 -1,428 -1,852 -2,260 -2,630 -2,983
BOE Productio o -919 -1,809 -3,698 -5,434 -6,055 -6,977 -8,126
ployme o -950 -1,513 -1,680 -2,024 -2,110 -2,163 -2,227
DP O $0 -$95 -$152 -$172 -$208 -$217 -$224 -$232
Royaltie 0 $0 -$3 -$5 -$11 -$16 -$18 -$20 -$23
ate Taxe 0 $0 -$1 -$2 -$4 -$6 -$6 -$7 -$8
0 030 0 0 0 0 0 Average
Producing Stripper We -3,283 -3,616 -3,926 -4,220 “4, 448 -4,698 -4,927 -2,784
BOE Prod 0 -8,797 -9,879 -10,083 -10,801 11,241 -11,426 -11,851 -7,140
ployme 2,279 -2,333 -2,357 2,379 -2,402 2,415 2,429 1,951
DP 0 -$238 -$245 -$247 -$250 -$253 -$254 -$256 -$203
Royaltie 0 -$24 -$27 -$27 -$28 -$29 -$29 -$30 -$19
ate Taxe 0 -$9 -$9 -$9 -$10 -$10 -$10 -$11 -$7

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Louisiana’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 2,785 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 4,925. Oil and
natural gas production is projected to be reduced by an average of 7,140 barrels of oil equivalent per day
across the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production
is projected to decline by over 11,850 barrels of oil equivalent.

Across the forecast period, Louisiana is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around 1,990 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 2,430 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $205 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $255 million. Louisiana is projected to see average reduced royalty payments of around $19
million annually across the 2021 to 2035 forecast period ($30 million in 2035), and reduced state tax
revenues averaging around $7 million annually ($11 million in 2035).

EIAP

37 — Enercy & InpusTRIAL __
ADVISORY PARTNERS




EANSWA —

National Stripper Well Association

North Dakota

The state of North Dakota is projected to see the tenth-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells and its importance to the oil and natural gas supply chain. (Table 10)

Table 10: Projected North Dakota State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Producing Stripper We o -66 -130 -237 -295 -350 -483 -607
BOE Prod 0 o -258 -515 -1,446 -2,210 -2,470 -3,141 -3,906
ployme o -1,177 -1,458 -1,709 -1,988 -2,014 -2,042 -2,075
DP 0 $0 -$150 -$185 -$218 -$253 -$257 -$260 -$265
Royaltie 0 $0 -$1 -$1 -$4 -$6 -$7 -$8 -$10
ate Taxe 0 $0 $0 $0 -$1 -$2 -$2 -$3 -$3
0 030 0 0 0 0 0 Average
Producing Stripper We -638 -667 -697 -737 -772 -798 -824 -487
BOE Productio -4,217 -4,601 -4,600 -5,002 -5,357 -4,961 ~4,703 -3,159
ployme -2,096 -2,114 -2,117 -2,132 2,144 -2,145 -2,146 -1,824
DP 0 -$267 -$270 -$270 -$272 -$274 -$274 -$274 -$233
Royaltie 0 -$11 -$12 -$11 -$12 -$13 -$13 -$13 -$8
ate Taxe 0 -$4 “$4 “$4 $4 “$4 -$4 -$4 -$3

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on North
Dakota’s stripper well industry, with the state projected to see an average reduction in the number of
producing stripper wells of around 485 across the forecast period. By the end of the forecast period in
2035, the number of producing stripper wells in the state is projected to be reduced by around 825. Oil
and natural gas production is projected to be reduced by an average of 3,160 barrels of oil equivalent per
day across the forecast period. By the end of the forecast period in 2035, daily oil and natural gas
production is projected to decline by over 4,700 barrels of oil equivalent.

Across the forecast period, North Dakota is projected to see reduced employment due to the elimination
of the percentage depletion allowance of around 1,825 jobs on average annually. By the end of the
forecast period in 2035, employment is projected to decline by around 2,145 jobs. Due to the elimination
of the percentage depletion allowance, the state is projected to see reduced GDP of around $235 million
on average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP
of around $275 million. North Dakota is projected to see average reduced royalty payments of around $8
million annually across the 2021 to 2035 forecast period ($13 million in 2035), and reduced state tax
revenues averaging around $4 million annually ($4 million in 2035).
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West Virginia

The state of West Virginia is projected to see the eleventh-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells and relatively high current activity levels. (Table 11)

Table 11: Projected West Virginia State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod 8 pper vve o 757 -1,485 -2,151 2,779 -3,367 -3,917 4431
BOE Prod 0 -177 -589 -9o1 -1,487 -2,026 -2,227 -2,674 -3,132
ployme o -361 -943 -992 1,294 1,414 -1,570 1,790
DP 0 $0 -$38 -$100 -$104 -$136 -$148 -$164 -$187
Royaltie 0 $0 -$1 -$1 -$2 -$2 -$3 -$3 -$4
ate Taxe 0 $0 $0 $0 -$1 -$1 -$1 -$1 -$1
0 030 0 0 0 0 0 A 0
Producing Stripper We -4,908 -5,439 -5,956 -6,462 -6,953 -7,219 -7,488 4,221
BOE Prod 0 -3,461 -3,895 -4,211 -4,612 -4,946 -5,008 -5,225 -2,971
ployme -1,946 -2,144 -2,316 -2,517 -2,655 -2,716 -2,803 -1,697
DP 0 -$203 -$224 -$241 -$262 -$276 -$283 -$292 -$177
Royaltie 0 -$4 -$5 -$5 -$6 -$6 -$6 -$6 -$4
ate Taxe 0 -$2 -$2 -$2 -$2 -$2 -$2 -$2 -$1

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on West
Virginia’s stripper well industry, with the state projected to see an average reduction in the number of
producing stripper wells of around 4,220 across the forecast period. By the end of the forecast period in
2035, the number of producing stripper wells in the state is projected to be reduced by around 7,500. Oil
and natural gas production is projected to be reduced by an average of 2,970 barrels of oil equivalent per
day across the forecast period. By the end of the forecast period in 2035, daily oil and natural gas
production is projected to decline by over 5,225 barrels of oil equivalent.

Across the forecast period, West Virginia is projected to see reduced employment due to the elimination
of the percentage depletion allowance of around 1,700 jobs on average annually. By the end of the
forecast period in 2035, employment is projected to decline by around 2,800 jobs. Due to the elimination
of the percentage depletion allowance, the state is projected to see reduced GDP of around $175 million
on average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP
of around $290 million. West Virginia is projected to see average reduced royalty payments of around $4
million annually across the 2021 to 2035 forecast period ($6 million in 2035), and reduced state tax
revenues averaging around $1 million annually ($2 million in 2035).
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Illinois

The state of lllinois is projected to see the twelfth-largest impact from the elimination of the percentage
depletion allowance. The large impacts are due to the state’s large existing base of stripper wells. (Table
12)

Table 12: Projected lllinois State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028

Producing Stripper We o -922 -1,813 -2,659 -3,466 “4,231 -4,957 -5,649
BOE Prod 0 o} -551 -1,103 -2,033 -2,942 -3,418 -3,870 -4,302

ployme 0 -497 -997 -1,080 -1,335 1,442 -1,498 -1,557

DP 0 $0 -$53 -$105 -$113 -$140 -$151 -$157 -$163

Royaltie 0 $0 -$1 -$2 -$4 -$6 -$7 -$8 -$9
ate Taxe 0 $0 $0 -$1 -$2 -$2 -$3 -$3 -$3

0 030 0 0 0 0 0 A 0

Producing Stripper We -6,314 -6,935 -7,531 -8,070 -8,594 -9,077 -9,542 -5:317
BOE Productio -4,728 -5,113 -5,032 -5,202 -5,381 -5,378 -5,526 -3,639

ployme -1,615 -1,668 -1,691 -1,723 -1,711 -1,720 -1,722 -1,351

DP 0 -$169 -$174 -$177 -$180 -$179 -$179 -$180 -$141

Royaltie 0 -$10 -$11 -$10 -$11 -$11 -$11 -$11 -$7
ate Taxe 0 -$4 “$4 “$4 $4 “$4 -$4 -$4 -$3

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on lllinois’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 5,320 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around g,500. Oil and
natural gas production is projected to be reduced by an average of 3,640 barrels of oil equivalent per day
across the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production
is projected to decline by over 5,525 barrels of oil equivalent.

Across the forecast period, Illinois is projected to see reduced employment due to the elimination of the
percentage depletion allowance of around 1,350 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 1,700 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $140 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $180 million. lllinois is projected to see average reduced royalty payments of around $7 million
annually across the 2021 to 2035 forecast period ($11 million in 2035), and reduced state tax revenues
averaging around $3 million annually ($4 million in 2035).

EIAP

40 — Enercy & InpusTRIAL __
ADVISORY PARTNERS




EANSWA —

National Stripper Well Association

Wyoming

The state of Wyoming is projected to see the thirteenth-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells. (Table 13)

Table 13: Projected Wyoming State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028

Prod g pper We o -331 -640 -931 -1,156 -1,399 -1,631 -1,831
BOE Productio o -640 -1,260 -2,619 -3,756 “4,174 -4,973 -5,975

ployme o -419 -742 -882 -1,115 -1,183 -1,254 -1,343

DP 0 $0 -$38 -$100 -$104 -$136 -$148 -$164 -$187

Royaltie 0 $0 -$1 -$1 -$3 -$4 -$5 -$6 -$7
ate Taxe 0 $0 $0 -$1 -$2 -$2 -$3 -$3 -$4

0 030 0 0 0 0 0 A 0

Prod g pper We -2,044 -2,238 -2,424 -2,607 -2,814 -3,012 -3,218 -1,752
BOE Productio -6,641 -6,991 -7:264 -7,513 7,742 -7:923 -8,529 -5,067

ployme -1,412 -1,491 -1,527 -1,576 -1,613 -1,541 -1,442 -1,169

DP 0 -$203 -$224 -$241 -$262 -$276 -$283 -$292 -$177

Royaltie 0 -$7 -$8 -$8 -$8 -$8 -$9 -$10 -$6
ate laxe 0 -$4 “$4 “$4 $4 “$4 -$5 -$5 -$3

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Wyoming’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 1,750 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 3,220. Oiland natural
gas production is projected to be reduced by an average of 5,070 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 8,530 barrels of oil equivalent.

Across the forecast period, Wyoming is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around 1,170 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 1,440 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $175 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $290 million. Wyoming is projected to see average reduced royalty payments of around $6 million
annually across the 2021 to 2035 forecast period ($10 million in 2035), and reduced state tax revenues
averaging around $3 million annually ($5 million in 2035).
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Michigan

The state of Michigan is projected to see the fourteenth-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells. (Table 14)

Table 14: Projected Michigan State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We -921 -1,174 1,414 -1,621 -1,812 -2,002 -2,199 -2,377
BOE Productio 0 740 -1,450 2,979 4,255 4,525 -5,332 -6,374
ployme o -315 -684 -728 -903 -960 -994 -1,045
DP 0 $0 -$31 -$66 -$70 -$87 -$92 -$95 -$100
0 e 0 $0 -$1 -$2 -$3 $5 $5 $6 $7
ate Taxe 0 $0 $0 -$1 -$2 -$2 -$3 -$3 -$3
0 030 0 0 0 0 0 A 0
Prod g pper We -2,526 -2,648 -2,774 -2,881 -2,976 -3,064 -3,141 -2,235
BOE Productio -6,919 -7,643 7,932 -8,427 -8,743 -8,740 -8,998 -5,537
ployme -1,084 -1,119 -1,135 -1,157 -1,152 -1,151 -1,150 -905
DP 0 -$104 -$107 -$109 -$111 -$110 -$110 -$110 -$87
Royaltie 0 -$7 -$8 -$8 -$8 -$9 -$8 -$9 -$6
ate Taxe 0 -$4 “$4 “$4 $4 “$4 -$4 -$4 -$3

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Michigan’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 2,235 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 3,140. Oil and natural
gas production is projected to be reduced by an average of 5,535 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 8,990 barrels of oil equivalent.

Across the forecast period, Michigan is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around gos jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 1,150 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $85 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $110 million. Michigan is projected to see average reduced royalty payments of around $6 million
annually across the 2021 to 2035 forecast period ($9 million in 2035), and reduced state tax revenues
averaging around $3 million annually ($4 million in 2035).
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New York

The state of New York is projected to see the fifteenth-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells as well as its overall large manufacturing sector. (Table 15)

Table 15: Projected New York State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Producing Stripper We o -112 -223 -325 -417 -508 -594 -675
BOE Productio o -53 -98 -218 -314 -32¢4 -379 -460
ployme o -303 -479 -517 -618 -644 -652 -663
DP 0 $0 -$36 -$56 -$61 -$73 -$76 -$77 -$79
Royaltie 0 $0.0 $0.0 -$0.1 -$0.2 -$0.3 -$0.3 -$0.4 -$0.5
ate Taxe 0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 -$0.1

0 030 0 0 0 0 0 Average
Prod g pper We -752 -825 -893 -958 -1,019 -1,076 -1,129 -634
BOE Productio -492 -549 -564 -593 -601 -588 -618 -390
ployme -675 -684 -693 -687 -696 -698 -697 -580
DP 0 -$80 -$81 -$82 -$82 -$83 -$83 -$83 -$69
Royaltie 0 -$0.5 -$0.5 -$0.5 -$0.6 -$0.6 -$0.6 -$0.6 -$0.4
ate Taxe 0 -$0.1 -$0.1 -$0.1 -$0.1 -$0.1 -$0.1 -$0.1 $0.0

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on New York’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 635 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 1,130. Oil and natural
gas production is projected to be reduced by an average of 390 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by around 620 barrels of oil equivalent.

Across the forecast period, New York is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around 580 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 700 jobs. Due to the elimination of the
percentage depletion allowance the state is projected to see reduced GDP of around $70 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $85 million. New York is projected to see average reduced royalty payments of around $400
thousand annually across the 2021 to 2035 forecast period ($600 thousand in 2035), and reduced state
tax revenues averaging around $100 thousand in 2035.
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Arkansas

The state of Arkansas is projected to see the sixteenth-largest impact from the elimination of the

percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells. (Table 16)

Table 16: Projected Arkansas State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -854 -1,708 -1,768 -2,597 -2,649 -2,706 -2,770
BOE Productio o -482 -978 -1,590 -2,690 -2,722 -3,163 -3,933
ployme o -189 -379 -394 -497 -526 -544 -575
DP 0 $0 -$17 -$34 -$35 -$44 -$47 -$49 -$52
Royaltie 0 $0.0 -$0.7 -$1.5 -$2.6 -$4.3 -$4.4 -$4.9 -$5.9
ate Taxe 0 $0.0 -$0.2 -$0.5 -$0.8 -$1.4 -$1.4 -$1.6 -$1.9
0 030 0 0 0 0 0 Average
Prod g pper We -2,850 -2,928 -3,000 -3,082 -3,159 -3,250 -3,340 -2, 444
BOE Prod 0 -4,379 -5,163 -5,604 -6,193 -6,602 -6,708 -7,131 -3,822
ployme -599 -630 -649 -670 -680 -685 -694 -514
DP 0 -$54 -$57 -$58 -$60 -$61 -$62 -$63 -$46
Royaltie 0 -$6.4 -$7.4 -$7.8 -$8.4 -$8.9 -$8.9 -$9.4 -$5.4
ate Taxe 0 -$2.1 -$2.4 -$2.5 -$2.7 -$2.9 -$2.9 -$3.0 -$1.8

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Arkansas’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 2,445 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 7,130. Oil and natural
gas production is projected to be reduced by an average of 3,820 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 7,130 barrels of oil equivalent.

Across the forecast period, Arkansas is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around 515 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 695 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $45 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $65 million. Arkansas is projected to see average reduced royalty payments of around $5.4 million
annually across the 2021 to 2035 forecast period ($9.4 million in 2035), and reduced state tax revenues
averaging around $1.8 million annually ($3 million in 2035).
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Alabama

The state of Alabama is projected to see the seventeenth-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper
wells. (Table 17)

Table 17: Projected Alabama State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -166 -328 -480 -629 -776 -909 -1,060
BOE Prod 0 o -373 -727 -1,443 -2,041 -2,168 -2,512 -3,063
ployme o -155 -304 -327 -402 “425 -438 -461
DP 0 $0 -$15 -$28 -$31 -$38 -$40 -$41 -$43
Royaltie 0 $0.0 -$0.3 -$0.6 -$1.2 -$1.7 -$1.9 -$2.1 -$2.6
ate Taxe 0 $0.0 -$0.1 -$0.2 -$0.4 -$0.5 -$0.5 -$0.6 -$0.8
0 030 0 0 0 0 0 Average
Prod g pper We -1,194 -1,317 1,448 -1,573 -1,685 -1,813 -1,935 -1,021
BOE Prod 0 -3,302 -3,634 -3,821 -4,058 -4,147 -4,079 -4,112 -2,632
ployme -479 494 -505 -512 -518 -518 -516 ~404
DP 0 -$45 -$46 -$47 -$48 -$48 -$48 -$48 -$38
Royaltie 0 -$2.8 -$3.0 -$3.2 -$3.4 -$3.4 -$3.4 -$3.4 -$2.2
ate Taxe 0 -$0.8 -$0.9 -$0.9 -$1.0 -$1.0 -$1.0 -$1.0 -$0.6

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Alabama’s
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 1,020 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 1,935. Oiland natural
gas production is projected to be reduced by an average of 2,630 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 4,110 barrels of oil equivalent.

Across the forecast period, Alabama is projected to see reduced employment due to the elimination of
the percentage depletion allowance of around 400 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 515 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $40 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $50 million. Alabama is projected to see average reduced royalty payments of around $2.2 million
annually across the 2021 to 2035 forecast period ($3.4 million in 2035), and reduced state tax revenues
averaging around $600 thousand annually ($1 million in 2035).
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Utah

The state of Utah is projected to see the eighteenth-largest impact from the elimination of the
percentage depletion allowance. The large impacts are due to the state’s large existing base of stripper

wells. (Table 18)

Table 18: Projected Utah State Impacts of Eliminating Percentage Depletion

0 0 0 0 0 0 028
Prod g pper We o -316 -612 -890 -1,147 -1,396 -1,658 -1,917
BOE Productio 0 -680 -1,370 3,143 4,729 -5,039 -5,972 7,279

ployme o -87 -186 -257 -361 -400 -437 -490

DP 0 $0 -$8 -$17 -$24 -$34 -$37 -$41 -$46

Ro e 0 $0.0 -$0.8 -$1.8 -$4.3 -$6.4 -$6.9 -$7.9 -$9.3

e e 0 $0.0 -$0.3 -$0.7 -$1.7 -$2.6 -$2.8 -$3.2 -$3.7

0 030 0 0 0 0 0 ge

Prod g pper We -2,173 -2,222 -2,271 -2,315 -2,370 -2,420 -2,472 -1,612
BOE Prod 0 -7,984 -8,573 -8,452 -8,651 -8,671 -8,329 -8,411 -5,819

ployme -530 -557 -547 -552 -536 -518 -510 -398

DP 0 -$49 -$52 -$51 -$51 -$50 -$48 -$48 -$37

Ro e 0 -$10.1 -$10.6 -$10.0 -$10.0 -$9.9 -$9.3 -$9.2 -$7.1

e e 0 -$4.0 -$4.3 -$4.0 -$4.0 -$3.9 -$3.7 -$3.7 -$2.8

Source: Energy and Industrial Advisory Partners

Eliminating the percentage depletion allowance is projected to have a significant impact on Utah's
stripper well industry, with the state projected to see an average reduction in the number of producing
stripper wells of around 1,610 across the forecast period. By the end of the forecast period in 2035, the
number of producing stripper wells in the state is projected to be reduced by around 2,470. Oil and natural
gas production is projected to be reduced by an average of 5,820 barrels of oil equivalent per day across
the forecast period. By the end of the forecast period in 2035, daily oil and natural gas production is
projected to decline by over 8,410 barrels of oil equivalent.

Across the forecast period, Utah is projected to see reduced employment due to the elimination of the
percentage depletion allowance of around 400 jobs on average annually. By the end of the forecast
period in 2035, employment is projected to decline by around 510 jobs. Due to the elimination of the
percentage depletion allowance, the state is projected to see reduced GDP of around $37 million on
average annually. By the end of the forecast period in 2035, the state is projected to see reduced GDP of
around $48 million. Utah is projected to see average reduced royalty payments of around $7.1 million
annually across the 2021 to 2035 forecast period ($9.1million in 2035), and reduced state tax revenues
averaging around $2.8 million annually ($3.7 million in 2035).
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NSWA Member Profiles

In addition to the quantitative report, EIAP conducted interviews with NSWA member companies to gain
a better understanding of the stripper well industry, its supply chain, the employment impacts of the
industry, and the impact of the potential elimination of the percentage depletion allowance. Nine
companies, which are representative of the diverse companies involved in the stripper well industry, were
interviewed. In the profiles the NSWA members discuss their companies, how they were founded and
began to work in the industry, their company’s and the industry’s employment impacts, the impact of
their supply chains, the potential impacts of the elimination of percentage depletion, and other
regulatory changes, and the future of their industry. These nine companies, and NSWA’s membership as
a whole, account for only a small percentage of the companies active in the stripper well industry. These
interviews were completed around January 2021.

List of Profiles

Profile 1: Dewey Bartlett, Jr., Tulsa, OKIGhoma........uuuuuuueiii s 48
Profile 2: Seth Hunter, Bakersfield, California.......c.oovuuiiiiiiiiiiiiee et 50
Profile 3: Jerry James, Marietta, ONiO...... ... s 52
Profile 4: Sam McKown, Newton, WesSt Virginia ............uueei s 54
Profile 5: Patrick Montalban, Cut Bank, MONTaNa..........coouuiiiiiiiiiiiii et 56
Profile 6: Nick POWEIL, 1018, KGNSS ....cuuuniiiiiiiiiiie ettt et et e et e e e e e e s eaa e e e eanneees 58
Profile 7: Dick Schremmer, Haysville, KaNSas..........uuuuuuuuuuiii s 60
Profile 8: Darlene Wallace, Seminole, OKlahoma.........cooiiiuiiiiiiiii e 62
Profile 9: Nelson Wood, Mt. Vernon, HIN0iS........ceiiiiuuiiiii ettt e et eeeaa e 64
Profile 10: John Yates, Jr., Artesia, NEW IMEXICO......ccouuuiiiiiiiiiiiee et ettt e ettt e e e e e e eea e e e ean e 66
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Keener Oil and Gas Company

KEENER

We spoke to Dewey Bartlett, Jr., President at Keener Oil
and Gas, a Tulsa, Oklahoma-based independent E&P
company.

OILAGAS COMPANY

About Keener Oil and Gas Company

We are a family-owned company. My grandfather, whose name was DA Bartlett started the company
in the very early 1900s in Titusville, Pennsylvania, which is where oil was first found by drilling in the
U.S. My grandfather was a clerk in a general store, and so the story goes and ended up taking the store
over when the owner went out of business. He would advance credit to some of the operators, for
collateral, he would take their lease, and apparently, somebody didn't pay the bill, so he ended up in the
oil business all of a sudden. He then came to Oklahoma in 1910, to Tulsa, and was able to buy a few
leases on the outskirts of the Cushing Field, and we've been here ever since. About the time that my
father and uncle both died, that's when | got involved with running the company. | worked out in the oil
fields with Halliburton for several years and learned the operational side, which was a very, very good
experience for me. We've had our ups and downs, but generally, our approach has been successful. Like
most small companies, we've had to be pretty versatile, and look for alternative ways to not only make
money but to stay in business.

How many employees does Keener Oil and Gas have?

Now we have a total of 5 five employees, including me. We contract out a lot of things. All of our field
operations are contracted out, we probably have 10 to 15 pumpers that are contracted out at any one
time. We contract out our engineering and geological activities for example.

Where does Keener operate?

We are in a couple of different areas, Seminole County in the southeast of Oklahoma City, is one area
that a lot of our production is located. Another area is in Creek County south of a small town called
Bristow, which is southwest of Tulsa. We're also concentrated in an area west of Stillwater, Oklahoma,
around a community called Orlando. We have operated leases in about 10 different counties. It's very
rural, very small towns. Towns where the oil and gas industry has been a significant player for decades
and decades. When the oil and gas industry is doing well, the towns were very prosperous, when things
slow down, you can really tell. It has a negative effect on those towns. It's very similar to how the
industry goes, so goes Oklahoma, Texas, New Mexico, Kansas, etc.

How would eliminating the percentage depletion allowance impact Keener Oil and Gas Company?

The big oil companies have a variety of sources of revenue other than selling crude oil or natural gas.
Besides refining crude and processing natural gas, many own plants that produce plastics, chemicals,
and fertilizer - all using crude oil or natural gas as feed stock. An advantage of owning those businesses
is they usually become more profitable when their cost of feed stock is low, thereby subsidizing their
lost revenue from selling crude and natural gas in a declining price market. Lower prices can be very
beneficial to the major oil companies.

That's terrific for them. But it's not good for us because, we, the independent oil companies, mostly
have only one or two major sources of revenue, and that's selling oil and/or natural gas. Our future
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really depends upon a reasonable stable good price of both of those commodities. The percentage
depletion allowance is a tax benefit that helps the small companies only, it's really identified and
restricted only to small companies, and it does help to a small degree.

When things get a little tight for us financially, it at least gives us a little bit of relief, and it's not a big
amount, but it is enough to help keep a person or a few people employed, to have a little bit of extra
money left on the side to do some geological research or have some engineering done. It gives us an
ability to do a few things that, when prices do recover, then we could take advantage of the research or
the work and possibly drill a few more wells or do some workovers. Since we have a finite source of
product it is much different than a manufacturing company. Oil is a very finite resource, generally
speaking, it does deplete. Percentage depletion makes the economic situation between say, a
manufacturing company and an oil company, a little fairer. The percentage depletion allowance
recognizes the fact that we do have a depleting asset that will eventually go away.

How would reduced activity impact the communities where you operate?

Most of the additional income from percentage depletion is used for keeping employees. The
percentage depletion allowance may be enough to keep somebody employed. If that depletion
allowance goes away, so goes that employee. If that employee is laid off or the spending doesn’t
happen, it impacts the community where he or she lives and works. In small towns in Oklahoma that
are in or around oil and gas production, their economic activity is directly related to oil and gas.
Everything from privately-owned, companies to public utilities, the electric co-ops for example. Some
of the co-ops in Western Oklahoma, their major clients are oil and gas companies. When a well is shut-
in, that electric motor doesn't run, and the $300, or $500 a month of electricity that it had been using
stops immediately. That has a real immediate impact upon that particular co-op supplying electricity to
a multi-county area of Oklahoma, and they employ a lot of people. If the percentage depletion
allowance was taken away, it would affect everybody in these communities.

*Interview conducted January 2021
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Vaquero Energy

We spoke to Seth Hunter, Operations Manager at Vaquero
Energy, A Bakersfield, California-based independent E&P
company.

About Vaquero Energy

Vaquero Energy is a four-generation business that began
with my great-grandfather here in California. Obviously, over
the course of time, we've evolved in terms of size and have
grown through drilling and acquisitions over the course of
time. We currently operate in three counties in California and
have approximately 1,800 barrels a day of production. We employ about 60 employees and about 10
full-time contractors.

Where does Vaquero operate?

We are based in Bakersfield, California, and have offices on the central coast in Santa Maria, California.
There's a community here that half of our operations are based out of, next to the town of Garey, a very
small town, with about 8o people who live in it. We feel that we're very important to the areas we
operate in, for example, there's a small store called the Garey Store, a sole proprietorship, and a lot of
her business comes from not only my company but also our contractors and neighboring oil and gas
companies that eat lunch and buying snacks. There are no majors here in Santa Barbara County orin
Kern County in the fields we operate in. Stripper well operators support the oil field supply houses,
restaurants, hospitality industry, and other businesses in these areas.

What kind of employees does Vaquero hire?

The majority of our employees are on the operations side, who operate oil wells, associated facilities,
and equipment. We also employ welders and various tradesmen who make an oil field functionon a
day-to-day basis. We also have engineers, geologists, and accountants but the majority of our
workforce and contractors are actually blue-collar, hands-on tradesmen that work outside every day.
We feel we pay competitively, and we have very low turnover rates. Our employees rely on these types
of jobs so that they can live in these communities. Without companies like ours, they might be forced to
work in another industry for lower pay. We're definitely in the upper tier in terms of compensation
relative to other industries in the areas that we operate. We offer benefits packages, health care, vision,
dental, as well as retirement that a lot of other industries just can't offer.

How have market conditions impacted you in the last year?

Greatly. Everybody else in every other industry has been very affected but we're directly affected
because of the reduction in demand for crude oil by refineries. That trickled down to our level and the
economics of producing a barrel of oil. As a stripper well operator, two-thirds of our wells produce
about a barrel of oil per day, and for every barrel of oil, they make nine of water (average well is 90%
water and 10% oil). It's costly to produce that small amount of oil and keep a stable workforce when the
price is impacted by the economy in general. We have struggled over the last year but we haven't laid

anybody off in hopes that the industry will recover in 2021.
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How would the elimination of percentage depletion impact your company?

It would trickle down and leave us with less ability to access capital or operating cash. The percentage
depletion directly affects the bottom line, and if that bottom line sees a change for the worst, that
affects everything, not only our production but the number of employees or contractors that we can
employ. We redeploy 100 percent of that cash from percentage depletion in our business and the
community. We are a family-owned, privately held company that utilizes percentage depletion to keep
our people working during the challenging economic times that have plagued the industry since 2015.
It's a commitment to reinvesting into our business to make it last so that | can teach my children the art
that is the energy creation business. Beyond that, it affects the community because we support the
communities that we operate in, whether that's through our employees spending money or donating
time and money for programs in our communities.

How important is the stripper well industry to Kern County and Bakersfield?

It's extremely critical. Kern County, where Bakersfield is located, is the largest in terms of oil production
per county in the U.S. That's a fact that gets lost, most people don't think of California as a large energy
producer outside of renewables, but it is. The county and the community rely very heavily on the
industry because there really isn't anything else other than agriculture in Kern County, which can only
support so much employment. If oil and gas were to dry up, then obviously people will have to move on
to other places, whether it's in or outside of the state, but there would definitely be an exodus. It's very
critical to the community and the county that oil and gas stays a part of the economy.

*Interview conducted January 2021
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ARTEX OIL COMPANY
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Artex Oil Company
We spoke to Jerry James, President at Artex Oil Company.
About Artex Oil Company

Artex actually goes back to the 1950s. Mr. Rupe, who is 103 years old, started Artex Oil Company back
in the 1950s. Thirty years ago, my business partner Gene Huck and | were engineering consultants and
we did a lot of work for Mr. Rupe. He convinced us that we could be good at this and to go into business
with him full-time, and so we went into business. Right now, we're concentrated mainly in Ohio doing
conventional and unconventional work. We previously had operations out West, but as prices over the
last decade have trended down, we've sold most of our western operations but still have a bitin New
Mexico.

How many employees does Artex currently have?

We have 15 full-time employees, most of them are engineers and accountants. We do have some field
people, too, that are foremen.

What kind of vendors does the company use?

Our list of vendors is 75 companies. It's everything. Oil and gas service companies of course, but
everything, the local copier shop, the local computer support company, the local office supply
company, cleaning services for the office.

How important is the oil and natural gas industry to Eastern Ohio?

In Eastern Ohio, the oil and gas industry is one of the stalwart industries in the area. What most people
don't realize is that the modern oil and gas industry really starts in Ohio. Not taking away anything from
our brethren in Pennsylvania. The first well was drilled in Pennsylvania, but within a month, they were
drilling wells in Ohio and by the late 1800s, Ohio was the leading producer of oil and gas in the world.
That's how Ohio became such a large industrial manufacturing state. We have a lot of manufacturers
because we had the energy to run the businesses and we had molecules to make things. Most people
forget that there are over 6,000 products made from oil and gas. A lot of those products are made here
in Ohio. There are over a thousand businesses in Ohio that make products from plastics. When you
have both energy and a market, it's a great place to manufacture things. The oil and gas industry has
always been important, and the shale industry has really increased that importance. We did a study
with one of the groups | volunteer with and found that if Ohio, West Virginia, and Pennsylvania were
our own country, we would be the third-largest natural gas producer in the world, behind only Russia
and the rest of the United States. If you look at the energy that comes out of the Appalachian Basin, the
energy equivalence is comparable to the Permian Basin. Natural gas is not only cleaner but if you look
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at the increase in natural gas production, and the savings to Americans, conservatively, over the last 10
years, it saved consumers $1.2 trillion.

How would the elimination of Percentage Depletion impact Artex Oil and Gas?

We're a good example of percentage depletion because the majority of the money that we've used to
drill is our own company money. We're not a publicly held company. We can’t go out and issue stock.
Bankers just won't, for a small company, lend you money to drill oil and gas wells. They just won't. We
have to drill out of cash flow. Because wells deplete, we have to continually replace our production
every year. Hence, we need to redeploy as much capital as we can which is why you have percentage
depletion in mineral industries. It's because your asset depletes and you've got to continually replace it.
If you had to pay higher taxes, you just wouldn't be able to drill as many wells, and therefore production
would decrease. Then the whole American economy will suffer from higher prices. The lack of spending
will hurt our communities. We're locals, we're much more engaged with companies that are in the
community. The fracturing company we use is a small fracturing company located in Ohio. It's
employee-owned. Whereas a lot of big companies may be reluctant to use a local company, we've used
them for years. Millions of dollars aren’t flowing somewhere else, it's flowing right back to the
employees in the company right here. We're very open-minded about using the small companies that
are embedded in our communities.

What other regulatory changes are you concerned about?

We're extremely concerned about methane emissions. When you look at stripper wells, they're not very
large sources of methane at all. Eliminating methane emissions from them wouldn't make any
difference to the climate whatsoever but it would destroy our economics. The new wells that we're
drilling, we can afford to put on the methane emission reduction equipment, but our wells that have
been out there 20 or 30 years we cant and don’t need to. Another thing people don‘t realize is that a lot
of these wells are supplying income for a farmer and their house gas. In the East, for a lot of people,
their primary source of energy is from the well itself. They don't have utilities the well is their source of
heat. You not only destroy the economics and we'd have to plug the well, but you would eliminate heat
for a lot of people.

What else do you think is important for readers of this report to understand?

What most people don't realize is prior to COVID, every recession for the last 5o years was preceded by
a spike in energy prices." All energy prices are set on the margin and when you start having public
policies that discourage energy production, you're going to send prices up. These recessions can have
really negative impacts on the average person. That’s what happens when you start banning stripper
well production on the margins because it's 10% or 15% of U.S. production. Let's say you've got a
husband and wife, they're struggling, raising a couple of kids, and all of a sudden, you double the price
of energy. It may be an extra $5,000 a year. Where's the average couple who's struggling to get $5,000
a year? All the prices set on the margin, most experts say when you look at the economic equations for
every 1% that you adjust supply, the price will move about 10%. You may not be able to travel when you
want to travel and you may not be able to work when you want to work because there won't be enough
energy to have the lights on at the place you work.

*Interview conducted January 2021
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C.I. McKown and Son, Inc.

We spoke with Sam McKown, President at C.I. McKown and Son, Inc. an independent producer based in
Newton, WV.

About C.I. McKown and Son, Inc.

My parents and | started the company. Nine months later, my dad got sick, and I took it over far too
young at the age of 22. Early on bought we bought wells from larger companies that were exiting West
Virginia, such as Pennzoil and Ashland. Then later we started drilling our own wells. We currently have
less than 4oo wells in central West Virginia, in 12 counties, right in the middle of the state, which are all
stripper wells.

How many people does C.I. McKown and Son employ?

We employ just over 20 people directly but also buy equipment and services from other companies. We
buy oil and gas-specific items from primarily three suppliers. One is a medium-size regional company.
The other two are small, locally owned suppliers that have been around forever. One of them is actually
a producer like ourselves who started his own supply house. We buy a lot of auto parts from locally
owned suppliers, as well as the larger national chains. We buy a lot of fuel; we buy a lot of electricity.
One of our suppliers is in a small town near our office, it used to be a booming oil and gas town, of
course, it's not now. He owns an oilfield supply store. He runs it himself and he has one employee. Of
his business, | would guess three-quarters of it is from small independents. That's his livelihood, if there
were no independent producers, his entire income stream would be gone, and there really aren't that
many of us that he caters to, probably 20.

How important is your company and the stripper well industry to West Virginia?

Well, I'm biased, but | think it's very important. While my company is small, small producers on
aggregate are very significant. We pay pretty fair. For West Virginia, it's well above the median income
and we try to do the right thing. We provide health insurance and a retirement plan so they're good jobs
for Central West Virginia. Another thing we've done is, and I've loved to say this for years, | like to be
stable. A lot of people in our business tend to ramp up employees, especially when there's a lot of
drilling going on. Ramp up employees in the summer and then lay them off in the winter, and that's just
something we've never done. When we hire someone, it is full-time, and if they work out, it's for as long
as we're in business, and we make that clear. It creates stability for the employees. | just never thought
it was good for an employee to always think they may get laid off come November. That's just been my
thing.

What would be the impact on C.I. McKown and Son of eliminating Percentage Depletion?

Percentage depletion is very important for us. Things are still bad in the industry, but they've improved
a little bit. Percentage depletion is one shining spot in our industry right now. Even though right now
most entities are posting operating losses, especially given what gas prices were last year, so depletion
doesn't come into play. But one of the reasons we hang around is because hopefully it will be used in
the future. | would be lying to you if | told you | was taking full advantage of it right now, just because
the industry is so bad. | have always viewed it as just a little bit of relief for the fact that we're in a, by it's
very name, depletable industry. By its nature, the value of my business is worth less every year, and
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that's different than most industries. I've always thought depletion was a little bit of an offset of that to
encourage people to stay in business in a depletable industry.

Other than the ability to utilize percentage depletion how else does the stripper well industry differ
from larger producers?

The percentage depletion cutoff is 1,000 barrels, that takes out all of the majors and big independents.
They have to use cost depletion. We are just a completely different animal than the bigger companies, |
won't even use Exxon and BP as examples, but large independents, or the unconventional gas that we
have in the Appalachian basin right now. Our capital is raised completely differently. We sell our own
labor. The economics are different. In the early days | bought wells from companies that would not
qualify for percentage depletion, the economics of those just didn't work for them anymore. That's why
they got rid of them. Without us those wells would hopefully end up plugged and not end up being as |
would call it, wards of the state. We have continued to produce wells that otherwise would not have
been. One of the reasons we're able to do that is percentage depletion.

How important is the natural gas industry to West Virginia?

We supply local utilities, even more so now because the local utility just bought a big gathering system.
A lot of our royalty owners, the checks go out, and they're West Virginia addresses. There is also free
gas for most of these surface owners. | would say we supply around 200 homes with free gas. Where we
supply the utilities, it keeps their cost of gas down, because they don't have to store it. A lot of the
utilities have to buy storage, and we're just a direct supply. Their cost of gas is much lower than it would
be otherwise, which they can pass on to consumers.

Are there any other regulatory concerns facing the industry in West Virginia?

Probably one of my biggest concerns about the new administration is where they may go with methane
emissions on existing low-volume-producing wells. A vapor recovery unit is a small cost on a well
flowing a few hundred barrels a day of condensate, and 5 million cubic feet a day in gas, versus a well
that's only flowing five thousand cubic feet of gas a day. The economics just don‘t work at the smaller
levels. Having said that, | love the environment. Nobody wants dirty air and dirty water. The emissions
from the unconventional wells producing large volumes could really be significant. But the emissions
off of an oil tank that we have on a well, that makes half a barrel a day, pale in comparison to that. I live
in Charleston, West Virginia, and | remember as a kid, the air quality used to be so bad it would be
nauseating. We've done so much to clean that all up.

*Interview conducted April 2021
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Montalban Oil & Gas Operations

We spoke to Patrick Montalban, President of
Montalban Oil & Gas Operations, Inc., based in Cut
Bank, Montana.

About Montalban Oil & Gas Operations

Montalban Oil & Gas Operations has been in business
since the late 'sos. My father started the company
initially, and | took it over from him. My son is the third generation to continue building the company.
We currently operate over 410 stripper oil and natural gas wells. However, throughout our career in the
industry, we have been involved with every sector of the oil and gas business.

How important are Montalban and the industry to employment in the areas where you operate?

We work hard as operators to treat our employees very well with a good benefits package. Many of our
employees have worked for us for over 20 years. Oil and gas companies traditionally pay a much higher
wage. is like a few other local industries; such as the rural electric or railroad companies. We've been in
the business for a long time and we understand to have a good operation, that you need to have loyal
employees.

How important is the industry to the region, especially in rural areas?

You will find that stripper properties that are operated in rural communities are critical to the area
because they provide high-paying jobs. Most of the people in the oil and gas business have an average
income of between $50 and $8o thousand per year. Some of the jobs associated with the industry are
rig operators, water haulers, truck drivers, roustabout crews, etc. These service entities would not exist
if not for the local stripper well operators. As mentioned before, the stripper well industry is extremely
important to rural communities, as it provides high paying jobs. The money stays in the rural
communities and adds to the local tax base, providing support for schools, hospitals, and other small
businesses, restaurants, bars, grocery stores, etc.

It takes a company the same amount of time, effort, and cost to produce a three-barrel-a-day well as it
takes to produce a 300-barrel-a-day well. The bottom line is that stripper wells still create jobs.

What role does the stripper well industry play in producing older fields that may have been
developed by larger companies?

The way it works in our business is that a lot of these fields were discovered back in the 1930s and
1940s. The Cut Bank field was discovered in the 1920s. It was developed by independents until the
1940s and 1950s. Then, major oil companies moved in. We had Exxon, Phillips, Conoco, Unocal, just
about every major oil corporation here at one time, until they sold out. The latest acquisition that we
made, almost a year and a half ago, was a property originally developed by Unocal in the 1940s to
1970s. They sold it to a larger Independent in the early 2000s. This company had it for 18 years, and
then we, as a small independent stripper producer, bought it. These stripper properties are always
going to return to the local small independents.
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How damaging would it be for the industry if percentage depletion were eliminated?

The depletion allowance is extremely important to the oil and gas industry because for stripper
businesses these wells are not making 20 to 100 barrels a day. These wells are only making 1/2 a barrel
to two barrels a day. When you take away 15% of your income by eliminating the expenses that we are
allowed to take on these wells, it is very drastic because of the very low volumes and very low income at
low prices for the commodity. It is also very critical to our mineral owners who also take advantage of
the depletion allowance.

Many of the incentives that larger companies receive are not available to stripper well producers. The
foreign tax credit is an incentive for the major oil companies, to develop natural resources around the
world. This is not an incentive that benefits the stripper operator. Intangible drilling costs can be a
benefit to stripper operators when the price of oil allows for development with internally generated
cash flow. Thus, one of the only tax incentives that benefits small stripper producers is the depletion
allowance. The important thing about the depletion allowance is that it enables us to produce half,
one, or two-barrel-a-day wells for a longer period-of-time and delays the need to plug and abandon the
wells. It allows us to keep our costs down when the price of the commaodity is down. If we did not
receive the depletion allowances, you would see several wells become much more uneconomic much
quicker. If we plug these wells, that income is no longer generated, the jobs are lost that create taxes
paid by employees and no money flows back into the local communities.

How important is the depletion allowance when oil prices are low?

Most people do not realize that when the price of oil goes down, our service costs do not go down. One
of the largest costs of producing a stripper oil well is electricity. If our price goes from $50 a barrel to
$20 a barrel, we still have the same cost for electricity and the same cost for chemicals. Thatis why the
depletion allowance is so important to us. We do not see the cost of hauling water, service rigs,
backhoes, and other services for these wells decrease. In these rural communities, there are only one or
two different service companies from whom you can get a competitive bid. The depletion allowance
allows us to operate stripper wells economically at low crude prices.

Can you speak to the pricing differentials companies in areas like Montana receive?

Yes, | think that it is a very critical part of the oil and gas business. When you watch Bloomberg, CNBC,
or Fox and see the price of oil, it is based on WTI (West Texas Intermediary). We are currently receiving
a $9.50 differential from that posting. Essentially, our price at the wellhead is $9.50 less than the
posting price people see in the news. In Billings, Montana, where there is local refining, they can pick
all the barrels that they want from Alberta and ship them via pipeline. That is what we compete within
our area, the Alberta barrel. The important part is to look at the net value of what we receive for our
barrels. We are producing in a very rural area and far away from the Cushing area of Oklahoma where
prices are set.

*Interview conducted January 2021
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Colt Energy

We spoke with Nick Powell, Chairman at Colt

6 Energy, an independent producer in Kansas.
c L 7 How was Colt Energy founded?
T ENERGY
The Colt family started this business back in the
1920s. It's an almost 100-year-old company that

has always operated in Eastern Kansas. Our
headquarters for operations is lola, Kansas in Allen county and we produce across Eastern Kansas.

How did you get involved in the oil industry?

| got started in the business working for a trucking company actually, back in the 1970s. The trucking
company was consuming about a quarter of a million gallons a day of diesel fuel and | was doing the
purchasing of the fuel. They decided to get into the oil and gas E&P business like many other utilities
and transportation companies were doing as a result of the oil embargo. We were being allocated 80%
of last year's sales by suppliers of diesel. They started a company called Overland Energy as a subsidiary
and got into investing with other E&P companies and | managed that. In 1981, the trucking industry was
deregulated, and they got out of the energy business and | decided to stay in the oil business and stay in
Kansas and then | made an acquisition of the Mack P Colt Energy company in 1986. That was really my
move into the industry and we then changed the name to Colt Energy. We grew from about 125 barrels
a day up to 8oo barrels a day by 1998. In 1998, the price of oil then dropped drastically again from the
mid-30s back down to 12. We currently do about 400 barrels a day of crude oil production and just
under 2,000 cubic feet a day in gas production.

How many people does Colt Energy employ?

We've got 32 full-time employees currently and a few part-time people on top of that. Of those about
six of them are based in Kansas City, and most of the rest are based in Allen County, but we also have
some down in the south, so for the most part in smaller towns. Most are field employees, not college-
educated. We have our pumpers to manage our leases, we have crews to do our own small scale well
workovers like repairing downhole problems, then we have a team that repairs and installs tank
batteries and production lines. We do all those things in-house. We outsource all of our drilling and
completion work.

How many new wells did Colt Energy drill in the last year?

We drilled four this year so far including some in December and some in January that were more
exploratory. If pricing stays where it currently is for another few months, we'll probably be looking at
starting a drilling program in the spring or summer. We operate in an old field and we're just drilling to
see what's left behind. Our wells are generally less than 1,200 feet in depth. Typically, 500 to 1,300 feet
in depth for oil and for gas, a little deeper. Our average well makes a barrel a day or less. That's what
separates us from larger companies and it's why we're the type of people who can take advantage of
percentage depletion because it only covers the first thousand barrels a day. The majors have single
wells that produce a thousand barrels a day. We're on the lower end of wells in Kansas that produce on
average 5 barrels or less per day with an average production of a barrel a day or less per well.
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What would be the impact on Colt Energy of eliminating Percentage Depletion?

When you look at percentage depletion for these stripper wells, most of these old wells have already
used up all their costs depletion and so the only way to be able to reduce the tax burden is through
percentage depletion. These are also low-margin wells because it costs a lot more in terms of man-
hours to manage so many wells to get so little oil, so we've got higher operating costs per barrel, high
lifting costs, whereas the majors might be $10 a barrel, we've got thinner margins, no cost depletion,
and so that percentage depletion of 15% of gross income on a well that may only have 30% operating
margin when oil and gas prices are good, it's a big impact on your taxable income and then dollars that
can be put back into drilling and hiring. | think most companies like us, stripper oil producers, they
pretty much end up putting everything back in the ground that they are earning in order to maintain
their production. So, if you eliminate percentage depletion then you just take that off our cash flow and
we drill less, see slower to no growth rates, and fewer, if any, people hired.

How would that impact Kansas and the communities where you operate?

Kansas, in particular, is almost exclusively a stripper well state. We have a lot of old wells where if you
just eliminated percentage depletion, you'd take a big chunk of wells and they'll just knock-off into the
uneconomic category. We're people-intensive, when we're putting dollars into new wells, the ratio of
that money going to people instead of steel and drilling rigs is much more people-intensive. A bigger
share of our investment goes back into jobs instead of steel that is imported from overseas, it drives
right back into local hiring.

That hiring helps small communities that are struggling. In states like Kansas, we've become a pretty
good employer in the areas we operate in, we have good jobs in the industry. We pay an average of
over $20 an hour. Our field employees average 45 hours a week based on nine-hour days, and we
provide health insurance, 401(k) matching, and vacations. Many of the people we hire were making less
than $15 an hour or making $15 an hour with no benefits. You lose those jobs, that's a loss for the
communities as well. In a town of 6,000 including the surrounding community, these jobs are
important. Inthese communities, there are not very many employers who offer jobs that pay $55,000-
60,000 a year or better plus full benefits.

*Interview conducted January 2021
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Bear Petroleum [/ Gressel OFS

We spoke to Dick Schremmer, President of Bear Petroleum
and Gressel OFS, based in Haysville, KS.

About Bear Petroleum

| started Bear Petroleum in 1985. | had previously been with
. :. Gulf Oil, where | was a production supervisor for 12 years. |
PETROLEUM ) | went out on my own in 1985 and put some money together to
drill a few wells, and then I've just grown the company from
AF there. We operate in 24 counties in Kansas and one county in
i Oklahoma. We're scattered from the Colorado line belt to
C@I_l]:ui_l_;_@ Eastern Kansas all the way North to Nebraska.

GRENN UL

FieLD SERVICE, LLC Acw &« CeMENT  How many people does Bear Petroleum employ?
316-524-1225
Bear Petroleum doesn't have any employees. | also own a service company named Gressel Oil Field

Service. We use that company for most of our services and supplies such as acid, cement, wireline, and

all those types of things. We run our payroll through the service company, Gressel. Pre-pandemic, we
were at 48 employees and we're at 27 now. We had to make some major adjustments last spring when
the low prices hit because we didn't know how long it was going to last. We shut down two wells
servicing crews and a tank truck, and a couple of other things. We're pretty self-sustaining, do electrical
service work, we have acid, cement, a wireline company as well as field supply stores and downhole
pump shops, and a packer and plug and tool rental business. We've got 13 well service rigs though we're
down to just two crews, we're trying to get more started up as we've been working four or five contract
crews lately. We use a few different tank trucks and pulling units from outside the company.

You mentioned Bear Petroleum operates in 25 counties, what are those counties like?

They are all be rural counties except for Sedgwick County, which would be the county that Wichita,
Kansas is in. Other than that, most of them are really rural. When you get up to Western Kansas, up to
Morton County and out in those areas, and up North in Decatur County up by the Nebraska line, it gets
pretty rural.

How do the jobs you offer compare to others available in the communities where you operate?

Oh, there's no doubt they're good jobs. Our minimum wage, we start people out as $13 per hour on the
well-servicing rig. If they're around very long at all, they're making $18 or $20. Other jobs like wireline,
propane, acid, they are all Department of Transportation certified and pay even more. | have to have
more experienced and qualified drivers for those jobs, with hazmat licensing. We've got good-paying
jobs for the industry and we have full health insurance and 4o1ks we fund and safety programs. In these
communities, the people that work for us are doing very well.
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What would be the impact on these communities if oil and gas jobs were to go away?

Well, it would be huge because these people wouldn't have the money to go to restaurants and they
wouldn't have health insurance to go to the doctor. It'd make a big difference. There's just lots of
money out being spent that comes from the industry. In Kansas, in many years, oil and gas is the
second biggest moneymaker for the state. It creates a lot of jobs and creates a lot of tax dollars for
roads, schools, all those kinds of things.

What has been the impact on Bear Petroleum of recent low oil prices?

Our biggest cost in producing stripper wells in Kansas is our electrical rates. We've got wells that lift a
lot of water to get a barrel of oil and due to those high lifting costs, we just couldn't afford to produce
those back through June. We didn't have any choice but to shut them down. Then once you're shut
down, there's always an expense to starting back up. You have to have your cash flow up to where you
can afford to turn these wells back on. As we've come into the end of the year, we still have wells down
that we shut down last March but we're trying to get them back on now but want to make sure we've
got the money to pay our bills at the end of the month.

What is your biggest regulatory concern right now?

Methane emissions regulations are one of our biggest concerns. The initial study on methane emissions
looked at wells around the Dallas—Fort Worth airport, and those wells were leaking pretty badly. They
just took those numbers and just ran them across the board for the rest of the United States. I'm part of
the Kansas Independent Oil and Gas Association and we funded a study to see what kind of methane
we were leaking. They came up with hardly anything. As a matter of fact, they sent their meters in for
repair because they didn't think they were working because they weren't coming up with any methane
gas. That tells us that the stripper wells are not the big problem with methane gas.

When they come out with a one size fits all regulation, such as all wells have to include new equipment
for each installation regulation, we're out of business. Our economics just don't work. We're
independent and we own the wells. We're putting our own money in it —it’s not investor money, it's not
Wall Street money, it's not stock money. It's money that we've gone out and raised and we put back
into the industry ourselves.

Is there anything else you think readers should know about the industry?

The Midwest, and Kansas again, we're actually the oil reserve for the country. When we need it, when
the price goes up, that's when we can afford to produce it. When the nation has too much oil and the
price goes down, we don't produce as much oil because we can't afford to do it with our lifting costs.
You give us $60, $70, we'll go out there and start producing the oil and drilling wells and getting things
done. Without that, when you go to a gas pump, the price of gasoline will be higher, people may not be
able to afford to heat and cool their house.

*Interview conducted January 2021
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Columbus Oil Company

© We spoke to Darlene Wallace, President of Columbus Oil Company.

About Columbus Oil Company

Columbus Oil Columbus Oil Company was established by my husband in 1971 in Seminole
Company County, Oklahoma. It is still based in the city of Seminole, Oklahoma.

o —  Seminole is still pretty active in the oil and gas business. Back in the '20s, it
was the largest oil field at the time, but now, almost everything is stripper wells. He started it in '71, we
married in '79, he died in 2004 and I've been running it ever since. It's very small. It's always been
somewhat of a mom's and pop's organization. Right now, it's just me, my field manager and we source
everything else out. My field manager has been with me now for 27 years. We operate 20 wells in
Seminole and Pottawatomie County which are side by side. We can drive to all of our wells in one day
even though it's a rural area.

What kind of services does Columbus oil contract for to support your operations?

For paperwork and administration, | contract things out to our accountants, all my pumpers are
contracted. We have five of those. The people that do work on the wells themselves, pumping units,
roustabouts, hot oil treatments, trucks that haul water all are contracted. We also buy supplies here in
town. We have electricians that we use, welders, chemical companies, whatever goes on in the oil
business we use.

How important is the stripper well business for the communities where Columbus Qil is located?

It's a good business for rural areas. You have the opportunity not to live in a crowded urban area and get
that small-town atmosphere. Everybody knows everybody. That includes in the business, we know all
the service companies, they know us, we do business with everybody, so we support each other.

All of our wells are vertical. They're all stripper wells. Most of the oil companies in this area are small
stripper well producers employing eight or nine people, many even smaller, the husband takes care of
the field, the wife takes care of the books, and they have one person that helps them do everything
else. For everything in this town, including the schools, the oil business is probably 80% of the tax
revenue. It trickles down to the grocery stores, to the restaurants, to the churches. We're a member of
the Chamber of Commerce for the town. All those things that our community has, the oil and gas
industry helps keep alive. When times are good, we give money to all these organizations. We have a
junior college where we give out two scholarships every year. Most of the producers in this area are like
that, we're just a small community of people helping each other make a living.

How important is percentage depletion to companies like Columbus Oil?

I am truly one of the smaller producers. I've got some wells that | haven't switched back on since April
when we had to shut down all of the wells for two months until prices got back up to $30 a barrel.
Percentage depletion has allowed me to keep my wells in really top-notch running condition. If a well
goes down, | have the money in reserve to fix it or to do an acid job or change a pump. Percentage
depletion helps small producers keep wells viable. If you don't take care of your wells, they can't
produce. If | can't change my pumps every year or so they wear out just like everything else and wells
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start declining. When you change a pump out, you've got to buy the pumps, you got to have the crew
that does it, you've got tank trucks out there to flush it out. All these things cost money and percentage
depletion helps us do them and keep wells running. Without that, we’d see a decline in the industry that
the areas we live in really can't afford.

How could these areas be affected?

Seminole is pretty small, it's only about 6,800 people, but we are the largest city in the county. It would
be devastating if the oil and gas business really gets any worse for this town. Oil companies do things
like buying the equipment for the football, basketball, track, and cheerleading teams. | was born and
raised in the DFW area and lived in New York City for two years when | left home after high school. In
big cities like New York or Dallas, you do not see how these things affect people because there's so
much industry in large towns. We have a huge low-income housing development because getting those
people to move to rural areas helps them get housing, health care, and jobs. You see people who can't
get a job in the city come down here without an education, without a lot of skills, and they can get a
pretty decent job when the oil field is going well. We know our neighbors from the churches and
community centers, and if you know your neighbor hasn't worked for six months you see if you can't
help him get a job. That's how small rural towns do things, we work with what we've got and to make it
good for everybody.

*Interview conducted January 2021
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Wood Energy

Wood Energy, Inc.

We spoke to J. Nelson Wood, CEO at
Wood Energy, Inc.

:

Our company had its beginning in 1952 in lllinois. It was formed by my mother and father. My mother
got in the oil business in 1938, my dad in 1948. They eventually formed a partnership and created our
company in 1952. They're are both now deceased, and I've taken over. We started as and remain a small
independent company drilling and operating oil wells in the lllinois Basin. We operate around 160 wells,
the average production two barrels a day.

About Wood Energy

How many people does Wood Energy employ?

We presently are at 13 full time employees due to the downturn and the pandemic. Historically, we
have been around 25 employees. My three supervisory personnel have high school educations, but they
command six-figure wages because of their abilities and their leadership. Southern lllinois particularly is
an economically depressed area and there are not a lot of jobs with those types of salaries. All of our
jobs, our laborers, rig hands, and roustabouts all make more than minimum wage. I have several long-
term employees that have been with me in excess of 10 years.

What types of goods and services does Wood Energy purchase?

Wood Energy purchases casing, tubing, rods, and other products to operate and drill wells from supply
stores, hardware stores, and plumbing supply stores. We outsource a lot of our well repairs,
infrastructure repairs, pipe repairs, that sort of thing to third parties. There are several companies that
have existed here since the 1950s or 1960s, they're still in business and our spending hits them directly
because if I'm not buying supplies from them, hiring them and not having them do work for us, they're
impacted and so are all of their employees. It's a chain that hits a lot of people.

How has the oil price downturn impacted you?

In April, we did not sell a barrel of oil. That's the first time our company has not sold any oil in a month
since 1952. We were hanging on trying to survive, but it's been very difficult. Due to the layoffs we are
all taking on more responsibility and duties to keep the doors open. As is the case with any business of
commodities, we are governed by that commodity price. Because of the slight recovery in oil prices,
we're starting to see a little activity, not near as much as there needs to be, but | do see things
improving a bit slowly because we can't turn things right back on, particularly the wells that were shut
in as the pandemic raged. For many of those, you can't just flip the switch and turn them back on. We're
having to go back in and do repairs. We're in the process of that, and | think many other companies are.
We're certainly not back up to optimum levels. As far as drilling, | have projected that I'm going to try to
drill two new wells this year, that's what | hope to do, which is down from my normal average of five to
six wells a year, so it's about half or less than half of what I normally would have done.
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How would eliminating the percentage depletion allowance impact the industry in Southern lllinois
and the communities where it operates?

Eliminating the depletion allowance would be devastating because the wells we have are stripper wells,
therefore we have to go back out and replace barrels that deplete every year. Every company in lllinois
has a minimum of around 5% a year of loss in production due to natural declines in the reservoirs. If
you're not replacing those barrels, either by drilling or acquiring new production you are withering
away. If you have a 20-year life cycle, then you're completely without anything. If you're not going back
and drilling and finding new production, you go away and your employees go away. The depletion
allowance allows us to take that money to drill and acquire more wells to keep our company viable.
When that resource has been depleted, we can't go back and tap it anymore. We're not like a factory
that can keep producing widgets. We have to have incentives to go back out. They're not subsidies,
we're not handed a check by the government for this. This is just a deduction, just like any normal
business does under normal business activity.

Eliminating the depletion allowance would impact everyone that touches our company and most
importantly our employees' lives. In lllinois, we had over 4,000 direct employees in the oil and gas
industry. That exceeds coal or any other natural resource in lllinois and those jobs would be at risk.

How does the stripper well industry differ from the rest of the oil and natural gas sector?

We are typically lumped in with major integrated companies, with all of the oil and gas industry, but are
a separate and distinct part of the industry. We are small business people who risk capital and explore
to find new oil in the U.S. not overseas. Independents find almost all the new oil and gas in the
continental United States and develop it. If we're gone, then we have to go to unstable sources
overseas such as Saudi Arabia and other OPEC countries. It helps shape our foreign policy; it does many
things. The stripper well industry is the small independents, but collectively we amount to a lot. Most
areas where stripper well companies operate are also in economically depressed areas. We are in areas
that need jobs and need the stable jobs that we provide.

*Interview conducted January 2021
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Abo Empire

We spoke with John Yates, Jr., President. and Co-owner at Abo
Empire oil and gas company, an independent producer in New
Mexico.

About Abo Empire

The company started when my sister and | merged our previous
family companies into another company. A lot is owed to our
ancestors including Grandparents, whom we never met, because
they were already deceased before we were born, and our parents who laid the groundwork for the
businesses that we participate in because of their foresight and risk-taking acumen. We had some
remnant of leaseholds, leftover properties that were mostly marginal, some undrilled federal acreage in
New Mexico, and we had working interests in other people's operated properties. We operate in Eddy
County and Lea County here in New Mexico. Those are the two prominent counties in New Mexico,
then in the Delaware Basin. My sister and | decided that our family would continue on in the industry in
a smaller way. We called our new company Abo Empire. Most of our production now is from stripper
wells and as a small producer, we are challenged here in New Mexico with all the regulatory issues.
Most of our wells don't make enough production, especially at low oil prices, or low gas prices, to be
very economic, even in good times, and they are especially uneconomic in bad times. Our bread and
butter is just trying to make these marginal wells pay.

How many employees does Abo Empire have?

We have about 20 employees. Whenever there are low oil prices, people don't appreciate the fact that

we're continuing to produce, and we still have to pay our employees. Your costs don't come down with

the price of oil. Our employees mostly have been fine, we didn't have to lay anybody off. Lots of people
around us did, a lot of businesses went under. A lot of the employees here have been with us for a long

time. Some of these people have worked for us as many as 40 years, and others 30, and some 20. Most
of our employees are long-time employees.

What types of services do you buy to support your operations?

Most people that are in the field, that are pumping wells and working on wells. Mainly because our
production that we operate is mostly really marginal so we use outside contractors to pump the wells.
We hire pulling and workover units. Occasionally, we ourselves drill, but mainly our partners do and hire
drilling rigs and fracturing crews. It's sometimes the kind of thing where a guy lives up by a well and
checks on it every day. It can be like a mom-and-pop type thing.

How do these jobs compare to others available in the communities where you operate?

For sure, these are good jobs. | would say most of our bookkeeping folks have mostly just learned the
job by doing, for example, who don't have advanced education, but there are some people that have
degrees or have parts of degrees. A lot of what our people do is just by experience. | think that for every
job that's in the office, the 15 to 20 employees that we have, there's probably a multiplying factor of
two and a half to four times, of other jobs that are created in the community that would be lost if these
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jobs went away. The state of New Mexico receives a third of the state budget from our industry as well
so anything that impacts the industry will impact that also.

How would the elimination of the percentage depletion allowance impact companies like Abo
Empire in New Mexico?

I think it would really hurt the small independent operators if percentage depletion were eliminated. To
me, percentage depletion is for the small producers. It may not be good for the majors of the world who
make different decisions because they have upstream and downstream operations. Its helpful to build
capital so that we can reinvest. It would get a lot harder to operate marginal wells as the economics just
wouldn’t make sense. In New Mexico, it could probably shut-in prematurely 30% to 40% of oil and gas
production over a six or a seven-year time frame. What people don't understand is that oil and gas
production is strategic for the U.S. and that we need to support plenty of reliable cost-effective energy.
Cost-effective strategies where we don't pay high prices for electricity and saddle people with costs
that they just can't afford.

Is there anything else you think readers should understand about the oil and gas industry?

Many of the countries where oil is produced have terrible environmental records. In the U.S., the
industry is far better at doing things right. We're much better stewards of the land here in the U.S. than
in many other countries. We're also innovators that have brought a lot of new things to the fore in the
last 60 years including fracking which started basically after World War Il. My dad was at the forefront
of trying it over here, he was probably the first operator in the Permian to frack a well and it worked. Of
course, he had to learn about it. He was an avid reader, he found out about it and he took a big risk, but
it worked. We are always trying to uncover new technologies that are coming to the fore to make
production more efficient, and also potentially even be more benign to the environment. These
technologies may really take off, but it takes a lot of money upfront and we don't know what the results
could be. The domestic industry is good at is promoting novel technologies and startups. Finally, when
state and federal governments provide encouragement by making terms reasonable to justify taking
risks, by having risk profiles commensurate with the potential of suitable rewards that is the key to
encouraging entrepreneurship and stewardship.

*Interview conducted January 2021
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Appendices

Glossary of Terms

Cost Depletion — one of two accounting methods used to allocate the costs of extracting natural
resources, such as oil and natural gas, and to record those costs as operating expenses to reduce pretax
income.

Exploration & Production (E&P) — the early stage of energy production, which includes searching for
and extracting oil and gas.

Gross Domestic Product (GDP) — the total value of goods produced, and services provided in a country,
state, or another area during one year.

Gross Income —for a business, also known as gross profit or gross margin, includes the gross revenue of
the firm less the cost of goods sold, but it does not include all of the other costs involved in running the
business.

Idle Well — a well that is not producing or injecting and has received state approval to remain idle.

Intangible Drilling Costs (IDC) — costs related to drilling and necessary for the preparation of wells for
production, but that have no salvageable value. These include costs for wages, fuel, supplies, repairs,
survey work, and ground clearing. They compose roughly 60 to 8o percent of total drilling costs and are
100 percent deductible in the year incurred.

Investment Capital — the money used to acquire plants, equipment, and other items needed to build
products or offer services. Investment capital is also referred to as financial capital. In the context of the
oil and natural gas industry, it typically refers to outside investment capital.

Major Oil & Gas Companies — typically the largest of all oil and gas companies that are vertically
integrated and directly involved in exploration, production, refining, transportation, and marketing.

Marginal Well — A marginal well definition is about economic viability, whether the extraction of oil and
gas is profitable. To define a particular well as marginal well depends on oil prices, and the cost of
production, unlike a stripper well that has a definite output attached. Stripper wells tend to be marginal
wells but a marginal well might not be a stripper well.

Net Income - calculated as sales minus cost of goods sold, selling, general and administrative expenses,
operating expenses, depreciation, interest, taxes, and other expenses.

Percentage Depletion — a tax provision that allows oil and natural gas producers to recoup some of the
costs involved in exploring for and producing oil and natural gas. Percentage depletion is calculated by
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applying a 15% reduction to the taxable gross income of a productive well's property. The reduction is
determined on a property-by-property basis and is limited to the taxpayer’s first 1,000 barrels of oil (or
6,000 Mcf of natural gas) of production per day. It is also capped at the net income of a well and limited
to 65 percent of the taxpayer’s net income.

Plugged and Abandoned - wells that have had plugging operations during the calendar year. It does not
include wells that have been plugged back up-hole to kick the well, etc. This category does not necessarily
exclude those with site restoration remaining to be completed.

Royalty Owners — ownership of a portion of a resource or the revenue it produces. A company or person
that owns a royalty interest does not bear any operational costs needed to produce the resource, yet they
still own a portion of the resource or revenue it produces.

Stripper Well — For tax purposes, a stripper well is defined as any oil or natural gas well whose maximum
daily average oil production does not exceed 15 barrels of oil or any natural gas well whose maximum
daily average gas production does not exceed 9o Mcf, per day, during any 12-month consecutive time
period.

Temporary Abandonment — Cessation of work on a well pending determination of whether it should be
completed as a producer or permanently abandoned. A temporary abandoned well caninclude wells that
were formerly producing but are temporarily abandoned waiting on a decision to restart or plug.
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Methodology

Data Development

As part of the development of this report, a detailed review of the potential implications of the
elimination of the percentage depletion allowance was conducted. This report focuses on the potential
effects of the elimination of percentage depletion and considers the potential implications of eliminating
the provision. As such, this analysis is inherently forward-looking and subject to significant changes
based on the actual adoption and implementation of any proposed policy changes by Congress, the
executive branch, and regulators such as the Department of the Treasury and the Internal Revenue
Service.

Limitations

Given the large degree of volatility and uncertainty in oil and gas markets as well as the global economy,
the assumptions and forecasts contained in this report are based on reasonable readings of conditions
when this report was developed. Uncertainty around commaodity pricing and global economic conditions
may have a significant impact on the projections developed for this study. This report has utilized revised
forecasts for 2021 and 2022 oil and natural gas prices and attempted to forecast the impacts of current
global economic conditions and commodity prices. EIAP makes no representations as to the impacts of
the potential policy proposal addressed in this report. The report’s projections of the effects that the
elimination of the percentage depletion allowance would impose on the oil and natural gas industry are
an independent, good faith view arising from reasonable assumptions based on the authors’ expertise
and experience. Energy and Industrial Advisory partners provided this independent study while expressly
disclaiming any warranty, liability, or responsibility for completeness, accuracy, use, or fitness to any
person or party for any reason.

Scenario Development

The study’s data development was undertaken by developing a model that accounts for all the major
potential implications of the elimination of the percentage depletion allowance. The major sections of
the model are: a producing wells model that asses and forecasts active stripper wells and production,
operational and other costs, and break-even points for currently producing wells; a drilling and
completion model that forecasts future drilling activity and the potential impacts of eliminating
percentage depletion on new activity; a spending model that both estimates well breakeven costs and
assesses the spending implication of the stripper well industry; a royalty model that assesses the impact
of royalties on well profitability and also calculates the royalty payment implications of eliminating
percentage depletion; a government revenue model which uses forecast production levels and other
relevant forecasts, such as commodity pricing, tax rates, and operators’ ability to claim percentage
depletion based on recent production profiles; and an economic model which utilizes the projected
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spending, royalties, government revenue levels, as well as assumptions about the nature of spending
and its geographic distribution to forecast associated economic activity including employment and gross
domestic product.

Following the creation of a “"Base Case” forecast for active stripper wells, production, and U.S. drilling
and completion activity, the potential effects of the elimination of the percentage depletion allowance
were then calculated to develop the “"Percentage Depletion Elimination Case” or "PD Elimination Case”.
This case considered how the elimination of the Percentage Depletion allowance would impact existing
wells’ lifecycles and production, new well drilling activity, spending, royalties, state taxes, and corporate
taxes.

Forecast Stages

To develop the Base Case forecast, EIAP initially utilized historical well data for producing wells in the
U.S. For each producing well, a best fit decline curve was developed utilizing historical production data.
Well gross income estimates were then calculated based on a forecast of oil and natural gas prices, as
well as estimated differentials (the difference between prices for oil and natural gas in different markets
due to transportation and storage costs and other local factors). Each well’s forecast production profile
was then fitted with estimated operating costs, royalty payments, and tax payments based on the well’s
location, characteristics, and production profile to calculate the well’s estimated net income. The well
owner’s ability to claim the percentage depletion allowance was then utilized to develop a Base Case
forecast (the forecast if the percentage depletion allowance was not eliminated) for the well’s future
production and the likelihood that a well may be permanently abandoned or become an idle well at a
given time in the forecast with the percentage depletion allowance in place. Note, that this report did
not develop a forecast for plug and abandonment activity or associated spending. In addition to the
producing wells forecast, a new drilling and completion forecast was developed based on forecasts of
basin by basin and state by state activity levels based on the commodity price forecast.

To calculate the impacts of the percentage depletion allowance on both the economics of wells in the
Base Case, as well as the potential implications of the elimination of the percentage depletion allowance
the depletion percentage that all active operators could claim was calculated by multiplying 15% times a
ratio of one thousand barrels of oil equivalent divided by their 2020 average daily combined production
of barrels of oil and barrels of oil equivalent of gas. For demonstrative purposes, these operators were
assigned to a category of either major oil companies (who can claim no depletion), large independents
with depletion rates less than one percent, small independents with depletion rates between five and
fifteen percent, or full depletion operators with full depletion rates of fifteen percent. (Figure 12)
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Figure 12: 2020 Wells and Production by Depletion Class
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State by state depletion rates based on the state’s active operator mix for wells eligible for percentage
depletion was then calculated, with these figures then utilized to calculate the impact of percentage
depletion on operators’ net revenues, and the net revenue impact on both currently producing wells and
new drilling and completion activities. It was assumed that operators utilized cost depletion in the first
three years of a well’s life to account for the large upfront costs E&P companies incur when drilling and
completing new wells. This was completed by adding back the net revenue due to the percentage
depletion allowance to each well’s revenues, leading to wells remaining economic to operate for longer
periods of time, as well as by assuming additional net revenues were reinvested in drilling and completion
of new wells. Newly drilled wells’ development costs decline curves and economics are based on modeled
production profiles from wells drilled in the last five years in a given state, with well economics and the
impact of the percentage depletion allowance modeled in the same fashion as currently producing wells.

Spending Methodology

The spending analysis developed for this report attempts to account for the totality of capital and
operational spending associated with oil and natural gas project development throughout a project’s
lifecycle. This includes spending during a project’s development such as engineering, hardware
procurement, drilling, facilities, gas gathering infrastructure, and construction as well as spending during
a project’s producing life including operational expenditures, transportation, and gas processing.

Spending for each project was divided into five primary categories, with each category accounting for
one general activity type required to find, develop, or operate an oil and natural gas well. Costs for each
category were developed based on location, well type, well profile, and well depth.

EIAP

72 — Enercy & InpusTrIAL
ADVISORY PARTNERS




N

National Stripper Well Association

After the overall spending forecast for stripper well activity was developed, spending was allocated to
individual states based on the location of spending as well as data about the oil and natural gas industry’s
supply chain based on the category of spending. Domestic spending is allocated based on a category-by-
category analysis of supply chains and Bureau of Economic Analysis data to provide state-specific
spending allocations. Distributions are constant throughout the two scenarios presented in this report,
although it is possible and perhaps likely that reduced activity levels may lead to changes in supply chains
and thus spending distributions.

Economic Methodology

To develop the employment and gross domestic product analysis presented in this report, the Bureau of
Economic Analysis’ RIMS Il input-output multipliers were used. These multipliers provide state-level
employment and gross domestic product estimates based on industry-specific spending levels. For the
purpose of this report, economic activity was also divided into direct (directly related to industries
involved in the oil and natural gas supply chain) and indirect and induced (industries not directly involved
in the oil and natural gas supply chain as well as economic activity due to increased wages) employment
and gross domestic product.

The following RIMS industry categories were used in the development of the report to account for
spending by the oil and natural gas industry (all RIMS categories were used in the output of data):

* Oiland gas extraction

* Mining and oil and gas field machinery manufacturing
* Steel product manufacturing from purchased steel

= Construction

= Drilling oil and gas wells

» Professional, scientific and technical services

= Natural gas distribution

Royalty Methodology

To calculate potentially lost royalty payments due to the elimination of percentage depletion, estimates
of average royalty rates on a state-by-state basis were calculated along with projections for royalties
projected to be produced by stripper well production across the forecast period in the Base Case. Utilizing
the same royalty percentages utilized in the base case, estimates of reduced royalties based on reduced
oil and natural gas production and projections of overall gross revenues from this production were then
calculated. Additionally, assumptions around recipients of royalties as well as the likelihood that these
royalties would be spent or saved were utilized to calculate the potential economic impacts of reduced
royalty payments.
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Government Revenue Methodology

This report considers two potential impacts on government revenues due to the elimination of the
percentage depletion allowance. First, the impact of reduced oil and natural gas production on state-
level severance and ad valorem taxes was calculated based on state-level tax rates. Secondly, the impact
on federal corporate taxes of both reduced production and its impacts on company revenues’ and profits’,
as well as the higher effective tax rate operators would experience as a result of the elimination of
percentage depletion. The study does not account for personal income taxes, county, and local taxes, or
property taxes. As such, the negative tax implications for government entities would in all likelihood be
larger than those projected in this report due to additional negative tax implications for local, state, and
federal governments.

The elimination of percentage depletion would impact federal government revenues in a number of
ways, some of which (such as reduced personal income taxes) are not accounted for in this report. The
impact on federal corporate taxes of eliminating the percentage depletion allowance would be twofold.
First, effective tax rates for stripper well producers would rise as producers could no longer claim the
allowance. Secondarily, reduced revenues and profits due to reduced oil and natural gas production
would shrink the tax base. As with the other impacts of eliminating the percentage depletion allowance,
the effects of reduced production are projected to grow over the forecast period, reducing the positive
taximplications of increased effective tax rates. It is also important to note that the following calculations
of the tax impacts are estimates, and do not take into account the impacts of net operating losses (NOL)
which can be carried over by producers or provisions which may allow producers to reduce effective tax
rates. Excluding the impacts of NOLs likely leads to an overstatement of the positive tax implications of
eliminating the percentage depletion allowance. The corporate tax impacts of eliminating percentage
depletion were calculated based on a state-by-state analysis of net revenues for both the Base Case and
Percentage Depletion Elimination Case combined with the calculated depletion allowances for stripper
well producers.

Average Calculation

For the purposes of this report, a 15-year activity and spending forecast was created. Due to the likely
delay in the implementation of changes to the percentage depletion allowance, the potential impacts
of the elimination of the percentage depletion allowance were only considered beginning in the second
year (2022) of the forecast. As such, the 15-year averages used throughout the report include one year
(2021) as a baseline which excludes potential impacts of eliminating the percentage depletion
allowance and 14 years which include these impacts. These averages thus inherently understate the
potential impacts of changes to the allowance, which should be assumed to be conservative.
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Data Tables

Table 19: Producing Stripper Wells Base Case

0 0 0 0 0 0 0 028

4 31 30 29 27 27 28 30 33
4 5,648 5,622 5,567 51445 5,399 5,380 5293 51356
4 4,009 3,997 4,000 3,967 3,969 3,931 3,899 3,880
36,795 36,890 37,203 37,911 37,559 36,844 36,855 36,849

27,363 26,396 25,581 24,666 24,201 23,826 23,629 23,440

10 10 10 10 9 9 9 8

27,562 27,387 27,218 26,997 26,796 26,551 26,316 26,099

97,813 98,035 98,600 98,616 98,671 98,385 98,119 97,914

11,810 11,754 11,729 11,730 11,631 11,547 11,475 11,412

24,865 24,350 23,812 23,689 23,493 23,420 23,171 22,998

17,015 16,520 16,021 15,408 14,856 14,478 14,255 13,983

2,005 1,969 1,930 1,945 1,873 1,796 1,752 1,707

8,182 8,268 8,271 8,264 8,098 7,855 7,707 7,596

2,561 2,547 2,485 2,408 2,407 2,393 2,348 2,343

3,433 3,419 3,413 3,455 3,458 3,351 3,388 3,435

34,615 33,420 32,076 31,194 30,133 29,052 28,519 28,579

8,639 8,642 8,658 8,457 8,176 8,086 7,999 7,914

0 35,355 34,988 34,651 34,130 33,648 33,054 32,464 31,896
0 58,198 57,383 55,436 53,387 51,279 49,717 48,476 47,259
P 71,477 70,091 68,765 67,507 66,357 65,236 64,194 63,239

92 89 88 87 87 87 86 88

Pe 76,192 75,684 75445 74,878 74,526 74,113 73,821 73,588
Rest o 127,845 126,990 126,644 126,198 125,799 124,162 122,153 121,170
8,070 7,866 7,694 7,401 7,209 7,036 7,012 7,002

52,782 51,974 51,064 50,217 49,154 48,298 47,461 46,642

17,536 17,069 16,873 16,441 15,369 15,131 14,938 14,591
ot 0 8 0 8 99,020

Source: Energy and Industrial Advisory Partners
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Table 19: Producing Stripper Wells Base Case (Continued)

A
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Source: Energy and Industrial Advisory Partners

76

0 030 0 0 0 0 0
35 37 40 43 45 48 54
5334 5,283 5,287 5,280 51242 5269 5,283
3,880 3,877 3,863 3,861 3,847 3,853 3,858
36,990 37,030 37,141 37,278 37,307 37,360 37,457
23,238 23,136 23,046 22,883 22,852 22,785 22,775
8 8 8 7 7 7 7
25,919 25,690 25,493 25,208 24,983 24,723 24,499
97,769 97,651 97,564 97,455 97,388 97,342 97,267
11,358 11,310 11,269 11,233 11,201 11,173 11,149
22,613 22,635 22,619 22,565 22,306 22,251 22,181
13,600 13,153 12,805 12,435 12,070 11,729 11,391
1,669 1,658 1,640 1,620 1,604 1,591 1,572
7,484 7,441 7,407 7,398 7,361 7,331 7,286
2,329 2,340 2,381 2,461 2,560 2,668 2,799
3,483 3,512 3,513 3,561 3,601 3,630 3,632
27,637 26,706 26,918 26,579 26,230 26,212 25,571
7,833 7,754 7,679 7,605 7,535 7,467 7,402
31,462 30,860 30,382 29,605 29,047 28,375 27,838
45,763 43,856 42,605 41,135 39,944 38,284 36,421
62,328 61,443 60,583 59,753 58,948 58,165 57,406
91 91 91 91 94 94 95
73,053 71,771 71,651 71,361 71,424 71,574 71,801
120,120 119,136 117,805 114,996 113,886 112,868 111,938
6,988 6,944 6,899 6,839 6,822 6,788 6,763
45,822 45,830 45,846 45,866 45,888 45,555 45,305
14,505 14,363 14,263 14,206 14,326 14,449 14,631
§ 68 § 8 8 8 80
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Table 20: Percentage Depletion Elimination Case Producing Stripper Wells

A

S4h>

QLD

0 0 0 0 0 0 0 028
31 29 28 26 25 25 27 29
5,648 5,456 5,239 4,965 4,770 4,604 4,384 4,296
4,009 3,143 2,292 2,199 1,372 1,282 1,193 1,109
36,795 36,097 35,505 35,480 34,344 32,901 32,153 31,565
27,363 25,135 23,955 22,475 21,693 21,015 20,513 20,033
10 10 10 9 9 8 8 7
27,562 26,465 25,405 24,338 23,330 22,321 21,359 20,450
97,813 95,634 93,820 91,531 89,348 87,803 86,313 84,912
11,810 11,579 11,380 11,210 11,058 10,921 10,796 10,681
24,865 23,846 22,834 22,261 21,642 21,160 20,540 20,015
16,094 15,346 14,606 13,787 13,045 12,475 12,056 11,606
2,005 1,938 1,870 1,856 1,759 1,658 1,591 1,525
8,182 8,096 8,047 7,989 7,657 7,186 6,897 6,648
2,561 2,482 2,356 2,171 2,112 2,042 1,865 1,736
3,433 3,417 3,375 3,380 3,380 3,238 3,239 3,249
34,615 32,960 31,194 29,921 28,503 27,100 26,242 25,949
8,639 8,530 8,435 8,131 7,760 7,578 7,405 7,239
35,355 34,193 33,085 31,842 30,668 29,432 28,240 27,108
58,198 56,037 52,825 49,116 45,053 41,741 38,497 35,517
71,477 68,463 65,604 62,914 60,421 58,047 55,832 53,776
92 88 86 84 83 82 80 81
76,192 73,987 72,103 69,963 68,099 66,248 64,589 63,065
127,845 124,025 120,795 117,594 114,556 110,510 106,313 103,201
8,070 7:550 7,082 6,512 6,062 5,640 5,354 5,085
52,782 51,217 49,580 48,066 46,375 44,931 43,544 42,212
17,536 16,739 16,233 15,510 14,214 13,732 13,307 12,760
8,98 0 8 0 8 0 8

Source: Energy and Industrial Advisory Partners
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Table 20: Producing Stripper Wells Base Case (Continued)

S4h>

LD
National Stripper Well Association

0 030 0 0 0 0 0
31 33 36 38 40 43 49
4,140 3,966 3,839 3,707 3,557 3,456 3,348
1,030 949 862 779 688 603 518
31,111 30,729 30,408 30,108 29,871 29,659 29,486
19,558 19,181 18,829 18,430 18,152 17,858 17,620
7 7 6 6 6 5 5
19,606 18,755 17,962 17,138 16,389 15,646 14,957
83,595 82,333 81,128 79:924 78,794 77,711 76,633
10,575 10,476 10,382 10,296 10,214 10,135 10,061
19,330 19,019 18,693 18,345 17,858 17,553 17,254
11,074 10,504 10,031 9,554 9,093 8,665 8,250
1,466 1,432 1,391 1,350 1,313 1,279 1,241
6,407 6,232 6,070 5:931 5833 5,742 5,640
1,692 1,673 1,684 1,723 1,788 1,870 1,975
3,260 3,252 3,219 3,228 3,230 3,223 3,191
24,496 23,112 23,001 22,420 21,853 21,580 20,609
7,081 6,929 6,785 6,647 6,516 6,391 6,273
26,129 25,044 24,096 22,943 22,005 21,012 20,158
32,553 29,535 27,210 24,932 22,780 20,571 18,484
51,835 49,987 48,231 46,559 44,979 43,478 42,055
83 82 82 81 82 82 82
61,361 59,129 57,970 56,746 55,888 55,181 54,607
100,176 97,357 94,402 90,413 87,962 85,720 83,677
4,815 4,722 4,628 4,524 4,452 4,368 4,291
40,913 40,391 39,889 39,404 38,935 38,336 37,817
12,461 12,125 11,839 11,599 11,512 11,437 11,412
8 6 8 01,60 8

Source: Energy and Industrial Advisory Partners
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Table 21: Base Case Stripper Well BOE/D Oil and Natural Gas Production

S4h>

QLD

National Stripper Well Association

0 0 0 0 0 0 0 028
273 341 413 511 624 718 811 914
21,628 21,054 19,603 18,489 17,573 16,407 15,405 15,091
22,631 22,588 22,694 23,448 24,530 24,440 24,649 25,121
150,345 150,609 152,241 157,938 159,141 155,409 155,117 155,210
143,297 140,256 136,300 134,532 134,943 132,400 132,429 133,300
109 110 105 102 100 93 88 85
16,391 16,375 16,364 16,682 17,007 16,874 16,736 16,605
112,287 111,386 108,226 107,338 106,781 103,629 101,418 99,986
22,652 22,152 20,948 20,402 19,694 18,611 17,870 17,383
45,971 45,572 45,085 46,531 47,342 47,087 46,967 47,228
42,830 41,345 39,901 38,429 36,462 33,861 32,851 31,990
10,813 10,521 10,031 10,048 9,588 8,997 8,583 8,242
22,169 22,145 21,363 21,059 20,396 19,057 18,268 17,689
20,923 21,937 23,012 24,747 27,383 29,454 31,415 33,881
6,273 6,279 6,257 6,491 6,669 6,504 6,636 6,804
182,737 182,337 178,597 181,012 182,993 182,050 185,463 193,339
4,150 4,043 3,780 3,533 3,286 3,034 2,865 2,750
26,967 26,726 26,534 26,825 27,134 26,781 26,671 26,751
198,032 197,521 188,020 179,320 177,154 164,832 159,918 155,715
46,984 45,846 45,733 46,707 45,992 44,190 43,439 43,921
428 421 430 440 453 459 466 498
229,351 226,723 226,629 229,928 239,571 241,403 243,932 247,413
373,599 369,381 367,196 378,215 375,064 390,800 391,812 398,543
55,060 53,483 53,374 51,046 49,385 46,763 45,768 45,244
213,517 201,727 176,472 168,113 165,977 160,543 158,727 158,906
102,853 100,084 100,497 101,607 98,329 96,910 96,778 96,378
0 040 89,80 0 08 8,98

Source: Energy and Industrial Advisory Partners
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S4h>

LD
National Stripper Well Association

Table 21: Base Case Stripper Well BOE/D Oil and Natural Gas Production (Continued)

0 030 0 0 0 0 0
1,006 1,092 1,179 1,260 1,337 1,405 1,476
14,359 13,763 13,215 12,770 12,175 11,510 10,991
25,400 26,157 26,311 26,456 26,379 26,103 26,150
155,788 156,092 153,021 152,647 151,685 149,689 149,434
132,497 133,238 132,394 131,759 131,119 129,700 129,621
8o 75 67 59 57 55 53
16,526 16,369 15,800 15,410 15,112 14,616 14,326
98,112 96,819 93,808 92,179 90,467 87,520 85,520
16,742 16,300 15,645 15,189 14,699 14,066 13,634
46,766 47,589 47,165 47,416 47,298 47,395 47,439
30,622 29,493 28,234 27,246 26,190 25,008 24,108
7,964 7,811 71455 7,256 7,041 6,570 6,198
17,060 16,715 16,046 15,680 15,208 14,181 13,298
36,208 38,756 41,140 44,150 46,977 47,945 49,750
6,955 7,088 7,020 7,137 7,232 7,244 7,273
193,943 195,804 201,448 205,094 207,542 209,766 209,853
2,601 2,514 2,385 2,289 2,177 2,070 2,051
26,723 26,726 26,381 26,095 25,897 25,366 25,187
147,474 142,248 137,536 134,858 127,968 122,687 118,905
43,599 43,448 42,968 42,779 42,450 41,723 41,351
527 544 546 558 580 598 610
249,619 250,511 250,898 254,090 257,937 261,962 264,943
401,426 406,835 405,766 403,327 404,210 403,711 402,988
43,986 42,850 41,092 39,588 38,115 36,570 35,580
156,727 159,099 160,257 162,371 163,490 161,354 161,519
96,032 96,257 95,101 94,456 94,281 82,003 70,326

Source: Energy and Industrial Advisory Partners
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S4h>

LD
National Stripper Well Association

Table 22: Percentage Depletion Elimination Case Stripper Well BOE/D Oil and Natural Gas
Production

0 0 0 0 0 0 0 028
g 273 336 406 494 597 687 773 867
A 21,628 20,681 18,876 17,046 15,532 14,239 12,893 12,028
AR 22,631 22,106 21,716 21,858 21,840 21,718 21,486 21,188

all 150,345 147,395 145,516 143,879 138,091 131,405 127,565 124,490
O 143,297 133,825 128,140 120,805 117,242 113,857 111,192 108,263

109 108 101 95 89 8o 74 69

16,391 15,824 15,261 14,649 14,065 13,456 12,867 12,303
112,287 108,666 102,974 97,241 92,216 88,245 84,550 81,219
22,652 21,823 20,325 19,024 17,835 16,766 15,790 14,910

: 45,971 44,653 43,276 42,833 41,908 41,032 39,991 39,101
42,830 40,605 38,450 35,450 32,208 29,336 27,519 25,615
10,813 10,358 9,705 9,327 8,535 7,859 7,310 6,812
22,169 21,685 20,769 19,841 18,346 16,578 15,395 14,348

D 20,923 21,679 22,497 23,302 25,173 26,985 28,274 29,976
6,273 6,277 6,179 6,184 6,194 5,968 5,998 6,041
182,737 179,943 174,035 170,528 167,168 164,901 164,638 166,789
4,150 3,990 3,682 3,315 2,972 2,710 2,486 2,290

O 26,967 26,128 25,351 24,469 23,671 22,877 22,113 21,387
O 198,032 192,952 179,292 161,400 149,208 133,293 121,601 110,570
Ll 45984 44,822 43,755 42,784 40,478 38,300 36,551 35,515
D 428 416 420 415 414 416 417 438
Permia 229,351 221,779 216,935 210,630 210,553 208,442 206,528 205,092
Rest o 373,599 360,925 350,701 345,259 328,127 335,153 325,971 319,078
55,060 52,803 52,004 47,903 44,656 41,724 39,796 37,965
213,340 201,138 175,570 166,626 163,951 158,315 156,053 155,774
102,853 99,165 98,601 97,841 92,912 90,881 89,572 87,674

ota 000,08 8 8 8 0 8

Source: Energy and Industrial Advisory Partners
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Table 22: Percentage Depletion Elimination Case Stripper Well BOE/D Oil and Natural Gas
Production (Continued)

0 030 0 0 0 0 0

A 952 1,033 1,116 1,199 1,273 1,342 1,411
A 11,058 10,129 9,394 8,712 8,028 7,430 6,879
A 21,021 20,994 20,707 20,263 19,778 19,396 19,019
122,077 119,865 117,930 116,112 114,526 113,215 112,192
105,427 103,076 100,647 97,890 95,753 93,966 92,406

63 57 50 43 41 39 37

11,798 11,256 10,768 10,208 9,731 9,237 8,799
78,175 75398 72,921 70,607 68,499 66,270 64,195
14,106 13,376 12,706 12,094 11,532 11,010 10,530

37,968 37,711 37,082 36,615 36,057 35,969 35,588
23,703 21,850 20,302 18,819 17,447 16,269 15,110

6,424 6,125 5,806 5536 51272 4,898 4,567
13,422 12,691 11,995 11,400 10,899 10,179 9,480
31,992 34,155 36,540 39,148 41,620 42,984 45,047

6,084 6,095 6,061 6,094 6,118 6,126 6,094
163,336 160,160 162,645 162,609 162,440 163,350 160,858

2,109 1,966 1,821 1,696 1,576 1,481 1,433

O 20,777 20,102 19,526 18,811 18,253 17,669 17,185
0 99,134 90,072 83,409 77,682 70,365 65,063 60,552
P 34,399 33,223 32,177 31,277 30,502 29,788 29,144
458 465 467 472 486 499 505

Pe 203,409 200,565 201,159 201,523 202,811 205,798 206,781
Rest o 312,528 306,002 298,918 288,758 282,600 278,597 271,987
36,003 34,277 32,641 30,937 29,44t 28,241 27,170
153,266 155,205 156,046 157,759 158,544 156,346 156,294
86,312 85,575 83,854 82,475 81,643 70,051 58,868

QR
00

Source: Energy and Industrial Advisory Partners
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S4h>

QLD

National Stripper Well Association

Table 23: Percentage Depletion Elimination Case State Oil and Natural Gas Industry Spending

Reductions

TX Permian
TX Rest of
uTt

WV

WY

Source: Energy and Industrial Advisory Partners

83

2021 2022 2023 2024 2025
$0 -$5,289,876 -$5,307,779 -$5,365,462 -$5,432,120
$0 -$2,966,082 -$16,267,208 -$16,135,761 -$20,956,070
$0 -$3,384,415 -$21,245,114 -$18,452,458 -$25,130,314
$0 -$40,998,416 -$304,792,244 -$324,643,316 -$436,558,674
$0 -$165,584,003 -$227,740,937 -$274,469,193 -$329,681,728
$0 -$5,351 -$15,671 -$37,246 -$56,745
$0 -$4,315,565 -$43,571,240 -$45,401,302 -$60,253,326
$0 -$53,767,126 -$203,411,189 -$222,928,871 -$292,176,226
$0 -$1,919,902 -$16,378,659 -$16,415,546 -$21,462,452
$0 -$114,989,864 -$184,611,306 -$204,367,065 -$244,884,198
$0 -$3,406,377 -$38,217,685 -$36,695,253 -$48,216,756
$0 -$1,234,960 -$10,679,571 -$11,197,593 -$15,461,321
$0 -$5,088,430 -$21,105,870 -$19,209,197 -$26,670,835
$0 -$312,547,959 -$376,999,268 -$442,394,051 -$510,510,330
$0 -$1,475,422 -$10,269,505 -$9,516,403 -$12,870,396
$0 -$341,655,748 -$438,120,648 -$522,437,172 -$622,476,726
$0 -$4,265,889 -$7,876,806 -$9,301,762 -$11,543,541
$0 -$81,297,546 -$140,160,427 -$153,600,345 -$182,621,221
$0 -$151,041,007 -$275,947,625 -$307,133,807 -$403,029,009
$0 -$92,132,137 -$125,411,793 -$148,235,861 -$180,664,785
$0 -$367,731 -$608,641 -$658,400 -$822,113
$0 -$1,111,889,556 -$1,405,503,144 -$1,649,688,109 -$1,980,048,891
$0 -$582,484,296 -$911,749,460 -$1,038,455,968 -$1,268,693,075
$0 -$8,260,670 -$20,649,834 -$27,999,552 -$40,136,950
$0 -$44,453,785 -$159,531,612 -$145,364,636 -$189,459,216
$0 -$75,030,003 -$136,802,360 -$157,291,186 -$197,637,797
$0 -$3,209,852,116 | -$5,102,975,596 | -$5,807,395,514 | -$7,127,454,815
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S4h>

LD
National Stripper Well Association

Table 23: Percentage Depletion Elimination Case State Oil and Natural Gas Industry Spending
Reductions(Continued)

TX Permian

TX Rest of
uT

WV
WYy

2026 2027 2028 2029 2030
-$5,471,874 -$5,506,735 -$5,556,503 -$5,598,836 -$5,636,716
-$22,556,602 -$23,695,213 -$26,007,398 -$27,957,827 -$29,438,110
-$27,645,989 -$29,067,542 -$32,138,030 -$34,639,425 -$37,838,630

-$501,336,089

-$535,765,232

-$573,635,038

-$608,263,858

-$640,353,313

-$339,868,198

-$350,787,841

-$367,478,076

-$379,524,891

-$393,108,791

-$60,300 -$66,984 -$75,821 -$80,182 -$83,869
-$69,960,727 -$75,846,406 -$81,441,751 -$86,867,709 -$92,079,525
-$319,436,629 -$330,726,687 -$344,598,035 -$356,913,917 -$369,022,508
-$22,821,290 -$23,482,787 -$25,078,322 -$26,202,248 -$27,389,914
-$253,748,591 -$259,978,658 -$267,135,690 -$272,880,710 -$279,003,883
-$52,760,570 -$55,816,277 -$60,971,368 -$64,704,461 -$67,810,464
-$17,235,398 -$18,041,183 -$19,014,953 -$19,889,728 -$20,955,442
-$30,974,795 -$33,511,939 -$36,119,889 -$38,252,182 -$40,517,997
-$514,431,615 -$518,816,172 -$524,569,386 -$528,102,842 -$530,772,341
-$14,569,452 -$15,284,974 -$16,461,635 -$17,662,059 -$18,894,984
-$638,363,850 -$653,884,563 -$679,142,155 -$702,103,309 -$726,432,173
-$11,795,662 -$11,969,243 -$12,334,944 -$12,604,251 -$12,851,399

-$190,008,297

-$194, 443,266

-$199,780,380

-$204,712,315

-$209,524,467

'$46716131198

-$501,964,517

-$540,273,918

-$564,630,227

-$585,997,272

-$206,411,350 -$210,292,532 -$217,040,755 -$222,497,274 -$227,394,823
-$913,938 -$968,822 -$1,045,199 -$1,137,791 -$1,228,309
-$2,034,696,024 -$2,070,860,533 -$2,107,887,642 -$2,140,880,976 -$2,170,196,142
-$1,333,029,366 -$1,386,642,800 -$1,450,191,859 -$1,502,597,515 -$1,559,920,822
-$45,420,594 -$4,9,637,505 -$56,040,434 -$60,937,888 -$64,267,332
-$207,794,241 -$229,111,934 -$260,889,514 -$285,095,259 -$313,278,782

-$208,879,840

-$220,000,574

-$234,219,923

-$245,617,353

-$258,276,267

-$7,537,804,480 | -$7,806,170,918 | -$8,139,128,617 | -$8,410,355,032 | -$8,682,274,275

Source: Energy and Industrial Advisory Partners
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S4h>

LD
National Stripper Well Association

Table 23: Percentage Depletion Elimination Case State Oil and Natural Gas Industry Spending
Reductions (Continued)

TX Permian

TX Rest of
uTt
WV
WY

2031 2032 2033 2034 2035
-$5,660,430 -$5,288,207 -$5,679,106 -$5,684,638 -$5,701,319
-$30,546,523 -$31,263,357 -$32,078,388 -$31,862,273 -$31,638,435
-$40,122,346 -$42,855,152 -$43,875,285 -$44,374,304 -$45,440,531
-$645,778,858 -$663,350,252 -$650,390,337 -$647,791,320 -$644,644,474

-$401,449,489 -$411,040,436 -$416,188,479 -$418,879,518 -$423,860,252
-$76,891 -$73,189 -$74,305 -$73,797 -$74,635
-$93,916,098 -$98,108,972 -$95,194,427 -$95,907,580 -$96,032,625
-$369,966,331 -$361,507,461 -$368,547,882 -$365,986,017 -$362,587,067
-$27,426,348 -$28,101,781 -$27,077,666 -$26,306,802 -$25,663,033
-$281,741,793 -$284,041,453 -$287,364,739 -$288,944,397 -$291,176,713
-$69,001,085 -$71,749,537 -$70,156,256 -$69,568,372 -$69,243,481
-$21,056,986 -$21,757,362 -$21,155,073 -$20,866,211 -$20,432,303
-$40,953,630 -$42,866,300 -$41,539,232 -$40,045,090 -$38,519,690
-$531,318,017 -$533,953,916 -$535,983,022 -$536,215,487 -$536,394,146
-$19,156,368 -$19,564,199 -$19,891,492 -$20,196,428 -$20,468,724
-$742,218,775 -$762,283,888 -$768,617,217 -$775,409,517 -$785,599,737
-$12,994,289 -$11,150,552 -$13,118,482 -$13,065,757 -$13,105,104

-$211,818,303

-$214,573,851

-$214,351,649

-$214, 9911864

-$215,345,235

-$597,880,761

-$612,286,589

-$613,142,407

-$612,804,716

-$613,877,517

-$230,937,151

-$229,556,252

-$236,577,853

-$237,232,193

-$237,950,950

-$1,255,482

-$1,243,699

-$1,339,905

-$1,389,940

-$1,430,533

-$2,172,830,220

'$2118815471203

-$2,199, 2271487

-$2,210,263,738

-$2,222,507,518

'$115881489/419 '$11595l7201564 '$1164116591681 '$1l65919481352 '$1168219481369
-$63,265,078 -$63,923,679 -$61,244,341 -$58,999,146 -$57,658,356
-$340,117,522 -$372,040,059 -$391,874,189 -$402,892,894 -$415,022,728

-$264,917,957

-$272,964,921

Source: Energy and Industrial Advisory Partners

85

-$278,469,504

-$267,848,249

-$250,119,997

-$8,804,896,147 | -$8,939,812,831 | -$9,034,818,402 | -$9,067,548,599 | -$9,107,443,471
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TS

Table 24: Percentage Depletion Elimination Case State Tax Reductions

QLD

National Stripper Well Association

0 0 0 0 0

$0 -$2,661 -$5,134 -$11,089 -$17,235
$0 -$86,150 -$171,229 -$356,109 -$505,700
$0 -$241,095 -$495,168 -$834,002 -$1,401,713
$0 -$1,712,152 -$3,658,449 -$7,955,270 -$11,937,411
$0 -$2,631,340 -$3,410,465 -$6,019,026 -$7,807,458
$0 -$1,194 -$3,564 -$8,800 -$13,417
$0 -$401,606 -$820,615 -$1,570,375 -$2,272,777
$0 -$2,028,291 -$4,068,236 -$8,258,442 -$12,093,280
$0 -$177,719 -$351,611 -$820,438 -$1,125,625
$0 -$879,673 -$1,765,458 -$3,741,350 -$5,517,180
$0 -$372,155 -$755,466 -$1,614,293 -$2,330,111
$0 -$132,081 -$265,486 -$620,834 -$916,968
$0 -$422,046 -$563,504 -$1,221,740 -$2,083,119
$0 -$225,575 -$458,642 -$1,328,573 -$2,009,982
$0 -$1,024 -$35,445 -$144,853 -$224,396
$0 -$1,375,842 -$2,676,215 -$6,438,017 -$9,756,327
$0 -$5,614 -$10,725 -$25,246 -$36,741
$0 -$170,753 -$348,534 -$720,099 -$1,065,973
$0 -$3,253,025 -$6,373,360 -$13,793,475 -$21,639,910
$0 -$100,975 -$198,409 -$409,322 -$578,699
$0 -$4,130 -$8,193 -$20,608 -$32,713
$0 -$5,385,462 -$10,771,619 -$22,435,823 -$33,443,174
$0 -$6,138,637 -$12,292,324 -$25,536,663 -$36,944,092
$0 -$336,228 -$706,042 -$1,705,401 -$2,572,135
$0 -$187,232 -$335,334 -$626,015 -$880,822
$0 -$389,848 -$775,996 -$1,683,793 -$2,405,116
50 $ 08 $ 07,8 S 0

Source: Energy and Industrial Advisory Partners
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Table 24: Percentage Depletion Elimination Case State Tax Reductions (Continued)

QLD

National Stripper Well Association

0 0 028 0 030

A -$19,964 -$23,440 -$28,467 -$32,133 -$35,689
A -$540,513 -$622,537 -$750,777 -$810,271 -$889,236
AR -$1,417,194 -$1,596,909 -$1,909,144 -$2,093,901 -$2,413,661
: -$13,645,480 -$15,594,228 -$17,247,923 -$18,892,358 -$20,214,194
O -$8,231,557 -$9,293,446 -$10,725,121 -$11,551,702 -$12,743,309
-$14,202 -$15,596 -$17,454 -$18,477 -$19,267
-$2,639,990 -$2,989,295 -$3,323,139 -$3,651,789 -$3,949,741
-$12,971,063 -$14,098,009 -$15,382,885 -$16,378,836 -$17,492,007
-$1,137,970 -$1,246,827 -$1,417,364 -$1,498,792 -$1,628,778
A -$6,188,067 -$6,989,934 -$7,914,125 -$8,518,859 -$9,381,339
-$2,517,817 -$2,891,585 -$3,337,141 -$3,589,754 -$3,893,313
-$1,002,066 -$1,104,229 -$1,210,790 -$1,307,784 -$1,420,691
-$2,545,586 -$2,901,657 -$3,291,718 -$3,583,071 -$3,926,225
D -$2,231,823 -$2,780,275 -$3,365,554 -$3,589,459 -$3,863,240
-$254,773 -$297,826 -$346,622 -$393,232 -$442,549
-$10,586,273 -$12,444,923 -$15,232,594 -$17,429,928 -$19,996,595
-$38,420 -$44,267 -$52,507 -$56,184 -$62,157
O -$1,207,579 -$1,379,926 -$1,574,084 -$1,731,857 -$1,898,590
0 -$24,890,934 -$29,942,470 -$34,794,587 -$37,503,577 -$40,504,648
PA -$622,685 -$723,755 -$872,482 -$954,091 -$1,056,743
D -$36,657 -$41,133 -$48,358 -$55,553 -$62,039
Pe -$37,989,588 -$42,557,526 -$47,249,860 -$51,231,519 -$54,738,459
Rest o -$42,918,313 -$49,387,933 -$57,374,016 -$63,400,481 -$70,437,885
-$2,758,947 -$3,172,458 -$3,709,880 -$4,044,156 -$4,255,823
-$979,123 -$1,185,150 -$1,397,922 -$1,551,203 -$1,750,888
-$2,673,250 -$3,096,912 -$3,591,684 -$3,955,766 -$4,095,879

ota $180,059,8 $20 $ $ 8 0 $28

Source: Energy and Industrial Advisory Partners
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Table 24: Percentage Depletion Elimination Case State Tax Reductions (Continued)

A

A

QLD

National Stripper Well Association

0 0 0 0 0
-$37,064 -$37,272 -$39,291 -$39,412 -$41,721
-$923,630 -$977,957 -$1,000,028 -$984,728 -$995,533
-$2,521,003 -$2,740,203 -$2,887,604 -$2,890,233 -$3,044,883
-$19,377,033 -$20,075,733 -$20,373,485 -$19,931,576 -$20,281,707
-$13,102,255 -$13,855,664 -$14,413,456 -$14,484,963 -$15,044,727
-$17,538 -$16,800 -$16,974 -$16,688 -$16,808
-$3,887,109 -$4,018,057 -$4,156,663 -$4,154,437 -$4,268,763
-$16,610,029 -$17,033,378 -$17,335,312 -$16,813,655 -$16,992,657
-$1,540,744 -$1,582,494 -$1,593,087 -$1,496,224 -$1,498,044
-$9,289,229 -$9,829,003 -$10,154,034 -$10,272,096 -$10,558,008
-$3,888,783 -$4,051,372 -$4,149,809 -$4,102,654 -$4,178,110
-$1,348,115 -$1,401,139 -$1,442,085 -$1,389,944 -$1,398,958
-$3,833,072 -$4,012,699 -$4,015,035 -$3,764,815 -$3,653,578
-$3,763,523 -$4,055,900 -$4,340,869 -$4,253,208 -$4,328,372
-$412,943 -$442,809 -$469,215 -$465,618 -$488,379
-$20,945,214 -$22,561,020 -$23,734,599 -$24,179,078 -$25,518,360
-$62,496 -$65,419 -$66,356 -$64,861 -$67,879
-$1,897,625 -$1,986,221 -$2,065,287 -$2,061,909 -$2,130,058
-$41,308,743 -$43,122,524 -$43,736,270 -$43,605,283 -$44,265,479
-$1,103,743 -$1,173,054 -$1,217,542 -$1,215,400 -$1,243,573
-$60,478 -$64,548 -$70,016 -$71,947 -$76,174
-$53,298,812 -$55,696,632 -$57,975,472 -$58,745,556 -$60,377,051
-$71,908,071 -$75,764,728 -$79,537,332 -$81,321,148 -$84,145,406
-$3,982,578 -$3,990,743 -$3,944,888 -$3,703,153 -$3,685,834
-$1,893,724 -$2,076,770 -$2,229,584 -$2,257,870 -$2,356,538
-$4,115,620 -$4,204,912 -$4,309,488 -$4,576,172 -$5,246,131

8 > 837,050 0 8 06,8 S 0

Source: Energy and Industrial Advisory Partners
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Table 25: Percentage Depletion Elimination Case State Royalties Paid Reductions

QLD

National Stripper Well Association

0 0 0 0 0
$0 -$8,188 -$15,797 -$34,120 -$53,031
$0 -$295,370 -$587,072 -$1,220,946 -$1,733,829
$0 -$741,830 -$1,523,595 -$2,566,159 -$4,312,962
$0 -$8,502,412 -$18,167,566 -$39,505,234 -$59,280,227
$0 -$7,455,463 -$9,662,985 -$17,053,906 -$22,121,131
$0 -$1,070,949 -$2,188,306 -$4,187,666 -$6,060,739
$0 -$3,744,537 -$7,510,589 -$15,246,354 -$22,326,056
$0 -$410,121 -$811,411 -$1,893,318 -$2,597,596
$0 -$2,513,352 -$5,044,165 -$10,689,571 -$15,763,370
$0 -$765,576 -$1,554,102 -$3,320,831 -$4,793,371
$0 -$365,764 -$735,191 -$1,719,232 -$2,539,297
$0 -$755,241 -$1,008,376 -$2,186,271 -$3,727,687
$0 -$686,533 -$1,395,866 -$4,043,484 -$6,117,336
$0 -$3,805 -$131,653 -$538,027 -$833,470
$0 -$2,935,129 -$5,709,259 -$13,734,436 -$20,813,497
$0 -$48,655 -$92,954 -$218,799 -$318,422
$0 -$915,528 -$1,868,733 -$3,860,956 -$5,715,428
$0 -$8,036,886 -$15,745,948 -$34,077,997 -$53,463,306
$0 -$1,346,328 -$2,645,457 -$5,457,630 -$7,715,991
$0 -$8,261 -$16,385 -$41,215 -$65,425
Pe $0 -$16,829,568 -$33,661,309 -$70,111,946 -$104,509,918
R $0 -$19,183,239 -$38,413,512 -$79,802,070 -$115,450,286
$0 -$840,570 -$1,765,106 -$4,263,502 -$6,430,338
$0 -$514,137 -$920,825 -$1,719,034 -$2,418,734
$0 -$727,716 -$1,448,525 -$3,143,080 -$4,489,551
0 $0 $78,70 8 $ 88 $320 8 S 0,998

Source: Energy and Industrial Advisory Partners

EIAP

89 — Enercy & InpusTRIAL __
ADVISORY PARTNERS




S4h>

QLD

National Stripper Well Association

Table 25: Percentage Depletion Elimination Case State Royalties Paid Reductions (Continued)

0 0 028 0 030
A -$61,429 -$72,124 -$87,589 -$98,871 -$109,812
A -$1,853,188 -$2,134,411 -$2,574,094 -$2,778,071 -$3,048,810
AR -$4,360,597 -$4,913,565 -$5,874,289 -$6,442,773 -$7,426,648
A -$67,762,363 -$77,439,689 -$85,651,807 -$93,817,942 -$100,382,072
O -$23,322,745 -$26,331,431 -$30,387,842 -$32,729,822 -$36,106,041
-$7,039,974 -$7,971,452 -$8,861,703 -$9,738,104 -$10,532,643
-$23,946,577 -$26,027,093 -$28,399,172 -$30,237,850 -$32,292,937
-$2,626,085 -$2,877,294 -$3,270,841 -$3,458,751 -$3,758,717
A -$17,680,192 -$19,971,239 -$22,611,785 -$24,339,597 -$26,803,826
-$5,179,509 -$5,948,402 -$6,864,976 -$7,384,637 -$8,009,101
-$2,774,952 -$3,057,866 -$3,352,958 -$3,621,557 -$3,934,221
-$4,555,260 -$5,192,440 -$5,890,443 -$6,411,811 -$7,025,877
D -$6,792,505 -$8,461,706 -$10,242,992 -$10,924,442 -$11,757,686
-$946,299 -$1,106,210 -$1,287,452 -$1,460,577 -$1,643,752
-$22,584,050 -$26,549,170 -$32,496,201 -$37,183,847 -$42,659,404
-$332,970 -$383,651 -$4,55,056 -$486,929 -$538,697
0 -$6,474,679 -$7,398,754 -$8,439,770 -$9,285,701 -$10,179,676
O -$61,495,248 -$73,975,514 -$85,963,098 -$92,655,895 -$100,070,306
PA -$8,302,466 -$9,650,070 -$11,633,096 -$12,721,212 -$14,089,910
D -$73,315 -$82,267 -$96,716 -$111,106 -$124,079
Permia -$118,717,464 -$132,992,269 -$147,655,814 -$160,098,496 -$171,057,683
Rest o -$134,119,729 -$154,337,289 -$179,293,801 -$198,126,502 -$220,118,392
-$6,897,366 -$7,931,145 -$9,274,700 -$10,110,389 -$10,639,557
-$2,688,667 -$3,254,417 -$3,838,687 -$4,259,595 -$4,807,931
-$4,990,067 -$5,780,903 -$6,704,476 -$7,384,096 -$7,645,641
0 $ 6 $ 840 $701,20 $ 868 e

Source: Energy and Industrial Advisory Partners
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LD
National Stripper Well Association

Table 25: Percentage Depletion Elimination Case State Royalties Paid Reductions (Continued)

0 0 0 0 0
: -$114,042 -$114,684 -$120,895 -$121,267 -$128,373
a -$3,166,730 -$3,352,996 -$3,428,667 -$3,376,212 -$3,413,255
AR -$7,756,931 -$8,431,393 -$8,884,936 -$8,893,025 -$9,368,871
a -$96,224,801 -$99,694,488 -$101,173,101 -$98,978,614 -$100,717,335
O -$37,123,056 -$39,257,713 -$40,838,124 -$41,040,729 -$42,626,727
-$10,365,624 -$10,714,818 -$11,084,435 -$11,078,498 -$11,383,369
-$30,664,668 -$31,446,236 -$32,003,653 -$31,040,595 -$31,371,059
-$3,555,564 -$3,651,909 -$3,676,355 -$3,452,824 -$3,457,024
A -$26,540,653 -$28,082,865 -$29,011,526 -$29,348,846 -$30,165,736
-$7,999,782 -$8,334,251 -$8,536,750 -$8,439,745 -$8,594,969
-$3,733,241 -$3,880,077 -$3,993,466 -$3,849,076 -$3,874,038
-$6,859,182 -$7,180,619 -$7,184,799 -$6,737,037 -$6,537,982
D -$11,454,201 -$12,344,045 -$13,211,339 -$12,944,545 -$13,173,307
-$1,533,788 -$1,644,718 -$1,742,798 -$1,729,437 -$1,813,980
-$44,683,124 -$48,130,176 -$50,633,811 -$51,582,032 -$54,439,167
-$541,634 -$566,967 -$575,085 -$562,125 -$588,288
O -$10,174,499 -$10,649,525 -$11,073,455 -$11,055,344 -$11,420,737
O -$102,056,895 -$106,537,999 -$108,054,315 -$107,730,700 -$109,361,772
PA -$14,716,579 -$15,640,717 -$16,233,893 -$16,205,328 -$16,580,974
D -$120,956 -$129,097 -$140,032 -$143,894 -$152,348
Permia -$166,558,789 -$174,051,975 -$181,173,349 -$183,579,862 -$188,678,283
Rest o -$224,712,721 -$236,764,776 -$248,554,164 -$254,128,588 -$262,954,394
-$9,956,446 -$9,976,857 -$9,862,220 -$9,257,882 -$9,214,584
-$5,200,158 -$5,702,802 -$6,122,427 -$6,200,100 -$6,471,042
-$7,682,490 -$7,849,169 -$8,044,378 -$8,542,187 -$9,792,777
0 $8 6 $8 0,8 $90 $910,018 S 80

Source: Energy and Industrial Advisory Partners
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LD
National Stripper Well Association

Table 26: Percentage Depletion Elimination Case GDP Reductions $Millions

0 0 0 0 0 0 0 028
$0 -$4 -$5 -$5 -$6 -$6 -$6 -$7
$0 -$15 -$28 -$31 -$38 -$40 -$41 -$43
$0 -$17 -$34 -$35 -$44 -$47 -$49 -$52
$0 -$123 -$324 -$359 -$463 -$511 -$539 -$568
$0 -$144 -$206 -$246 -$298 -$310 -$321 -$338
$0 -$21 -$33 -$36 -$44 -$46 -$47 -$48
$0 -$53 -$105 -$113 -$140 -$151 -$157 -$163
$0 -$58 -$151 -$173 -$225 -$243 -$252 -$264
$0 -$14 -$28 -$31 -$38 -$40 -$41 -$43
$0 -$95 -$152 -$172 -$208 -$217 -$224 -$232
$0 -$31 -$66 -$70 -$87 -$92 -$95 -$100
$0 -$15 -$27 -$30 -$38 -$40 -$41 -$43
$0 -$5 -$13 -$14 -$19 -$22 -$24 -$26
$0 -$150 -$185 -$218 -$253 -$257 -$260 -$265
$0 -$2 -$6 -$6 -$9 -$10 -$10 -$11
$0 -$163 -$211 -$258 -$312 -$322 -$333 -$351
$0 -$36 -$56 -$61 -$73 -$76 -$77 -$79
$0 -$114 -$186 -$203 -$243 -$254 -$259 -$266
$0 -$186 -$314 -$360 -$461 -$511 -$543 -$579
$0 -$96 -$150 -$162 -$194 -$203 -$207 -$211
$0 -$111 -$163 -$185 -$225 -$245 -$250 -$258
$0 $0 $0 $0 $0 $0 $0 -$1
$0 -$853 -$1,128 -$1,323 -$1,601 -$1,658 -$1,695 -$1,734
$0 -$1,651 -$2,606 -$2,886 -$3,494 -$3,676 -$3,774 -$3,898
$0 -$8 -$17 -$24 -$34 -$37 -$41 -$46
$0 -$38 -$100 -$104 -$136 -$148 -$164 -$187
$0 -$44 -$78 -$93 -$118 -$125 -$133 -$142

Source: Energy and Industrial Advisory Partners
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QLD

Table 26: Percentage Depletion Elimination Case GDP Reductions $Millions (Continued)

0 030 0 0 0 0 0

A -$6.9 -$7.1 -$7.2 -$7.1 -$7.4 -$7.4 -$7.4

A -$44.7 -$46.1 -$47.2 -$47.8 -$48.3 -$48.3 -$48.2

AR -$53.8 -$56.7 -$58.5 -$60.5 -$61.4 -$61.9 -$62.7
A -$595.7 -$620.3 -$623.6 -$636.0 -$630.6 -$628.9 -$628.1

O -$349.7 -$363.3 -$370.8 -$379.5 -$384.8 -$387.1 -$391.7
-$49.1 -$50.1 -$50.8 -$51.1 -$51.3 -$51.5 -$51.6
-$168.7 -$174.1 -$176.5 -$179.7 -$178.5 -$179.5 -$179.6
-$273.5 -$283.3 -$283.2 -$280.7 -$285.3 -$283.3 -$282.0

-$43.9 -$45.3 -$45.5 -$46.1 -$45.8 -$45.4 -$45.1
A -$237.8 -$244.5 -$247.0 -$250.0 -$252.9 -$254.2 -$256.1
-$103.8 -$107.1 -$108.6 -$110.7 -$110.2 -$110.2 -$110.1

-$43.8 -$45.1 -$45.4 -$46.0 -$46.0 -$45.9 -$45.7

-$27.1 -$28.9 -$29.0 -$30.2 -$29.7 -$28.7 -$27.8
D -$267.3 -$269.6 -$270.0 -$272.0 -$273.6 -$273.5 -$273.6
-$11.6 -$12.4 -$12.5 -$12.8 -$13.0 -$13.2 -$13.4
-$366.8 -$383.8 -$393.6 -$406.6 -$412.3 -$416.5 -$424.1

-$80.0 -$81.2 -$82.2 -$81.6 -$82.6 -$83.0 -$82.9
O -$271.8 -$277.5 -$280.8 -$283.3 -$283.8 -$284.9 -$285.1
O -$602.6 -$624.8 -$636.1 -$649.5 -$652.5 -$653.2 -$655.4
Othe e -$215.0 -$218.5 -$221.4 -$222.4 -$223.0 -$224.0 -$223.7
PA -$264.7 -$270.7 -$274.9 -$275.6 -$280.2 -$281.2 -$281.7

D -$0.6 -$0.6 -$0.6 -$0.6 -$0.7 -$0.7 -$0.7
Permia -$1,769.8 -$1,801.2 -$1,804.9 -$1,821.7 -$1,834.2 -$1,844.3 -$1,855.2
Rest o -$4,007.5 -$4,114.4 -$4,177.3 -$4,209.6 -$4,258.3 -$4,287.6 -$4,307.8
-$49.3 -$51.9 -$50.9 -$51.4 -$50.0 -$48.3 -$47.6
-$203.2 -$223.5 -$241.4 -$262.2 -$276.4 -$282.8 -$201.7
-$150.1 -$158.7 -$162.6 -$168.1 -$172.1 -$164.0 -$153.2

and Tota S 8.8 $10 $10,70 $10,8 $10 $10,98 $11,0

Source: Energy and Industrial Advisory Partners
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LD
National Stripper Well Association

Table 27: Percentage Depletion Elimination Case Employment Reductions by Sector

0 0 0 0 0 0 0 028

AYolole odatio o -276 -432 -488 -596 -628 -648 -672

Ad ppo Remediatio o -2,472 | -3,870 | -4,290 | -5195 | -5463 | -5598 | -5768
Ag., Fore g g o -258 “410 ~477 -590 -627 -653 -684
A Re o -4,06 -638 -722 -883 -933 -962 -999

0 0 o -1,703 -2,842 -3,002 | -3,606 -3,798 -3,855 -3,934
Durable Good o -8,736 | -13,783 | -14,781 | -17,655 | -18,481 | -18,724 | -19,058

d. Service ) -617 -971 -1,090 | -1,329 | -1,401 | -1,443 | -1,495
o -1,678 -2,597 -2,938 -3,580 -3,769 -3,882 -4,021

00d & D g Place 0 -1,537 | -2,416 | -2,709 | -3,299 | -3,477 -3,578 | -3,704

ove e o -2 -4 -9 -14 -16 -18 -21

ea are & Social A ance o -2,630 -4,130 -4,640 -5,654 -5,961 -6,139 -6,361
ousehold o -223 -351 -395 -482 -509 -52¢4 -544

ormatio o -406 -638 -725 -887 -936 -967 -1,004

of companies & enterprise o -495 -779 -903 -1,114 -1,180 -1,227 -1,282
g, Qua g, & O& o -4,132 -6,719 -8,195 | -10,371 | -11,084 | -11,732 | -12,507
ondurable Good o -803 -1,278 -1,465 -1,803 -1,910 -1,980 -2,065

Other Service o -1,301 -2,032 -2,278 -2,769 -2,916 -2,999 -3,102

Pro &Te ervice o -3,460 | -5446 | -6,230 | -7,652 | -8,093 | -8,385 | -8,745
ate o} -2,734 -4,266 -4,781 -5,812 -6,119 -6,291 -6,504
Reta o -2,711 -4,261 -4,760 -5,787 -6,096 | -6,266 -6,479

ansp. & Wareho g o} -1,429 -2,247 -2,496 -3,027 -3,185 -3,268 -3,372

e o -141 -223 -261 -324 -343 -360 -383
olesale trade o} -1,221 -1,923 -2,111 -2,547 -2,676 -2,734 -2,808

and Tota 0 0 8 00

Source: Energy and Industrial Advisory Partners
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S4h>

LD
National Stripper Well Association

Table 27: Percentage Depletion Elimination Case Employment Reductions by Sector (Continued)

0 030 0 0 0 0 0
Accommodatio -693 -713 -723 -732 -739 742 -745
AYe ppo Remediatio -5,917 -6,056 -6,135 -6,190 -6,230 -6,259 -6,274
Ag., Fore g g -709 734 742 -755 -764 -767 -772
A Re -1,030 -1,059 -1,073 -1,086 -1,096 -1,100 -1,104
0 0 -4,017 -4,083 “4y 145 -4,158 -4,165 -4,187 -4,178
Durable Good -19,408 -19,688 -19,946 -20,003 -20,031 -20,128 -20,090
d. Service -1,539 -1,582 -1,604 -1,623 -1,637 -1,644 -1,649
-4,138 ~4,251 ~4,303 ~4,351 ~4,391 “4,411 ~4,429
ood & D g Place -3,811 -3,914 -3,966 -4,012 -4,045 -4,062 -4,075
ove e -22 -25 -25 -26 -27 -27 -28
e are & So A e -6,548 -6,729 -6,819 -6,901 -6,961 -6,991 -7,015
ousehold -560 -576 -584 -591 -596 -599 -601
ormatio -1,036 -1,066 -1,080 -1,094 -1,104 -1,109 -1,114
of Companies & Enterprise -1,327 -1,373 -1,389 -1,411 -1,428 -1,434 -1, 444
g, Quarrying, & 08 -13,093 | -13,721 | -13,919 | -14,274 | -14,529 | -14,534 | -14,651
ondurable Good -2,135 -2,204 -2,231 -2,264 -2,289 -2,299 -2,311
Other Service -3,189 -3,274 -3,316 -3,353 -3,380 -3,395 -3,406
Pro &Te ervice -9,036 -9,328 -9,452 -9,596 -9,698 -9,733 -9,778
ate -6,686 -6,861 -6,949 -7,023 -7,078 -7,109 -7,132
Reta -6,661 -6,836 -6,927 -7,002 -7,058 -7,089 -7,110
ansp. & Warehousing [EEEEWAE] -3,550 -3,598 -3,634 -3,661 -3,677 -3,687
e -399 -417 -4,28 ~44,0 448 -450 -453
olesale Trade -2,875 -2,936 -2,974 -2,996 -3,012 -3,025 -3,028
and Tota 8 00,978 0 0 0 0 0 05,0

Source: Energy and Industrial Advisory Partners
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S4h>

LD
National Stripper Well Association

Table 28: Percentage Depletion Elimination Case Employment Reductions by State

0 0 0 0 0 0 0 028
o -31 -37 41 -46 -48 -49 -51
o -155 -304 -327 -402 -425 -438 -461
o -189 -379 -394 -497 -526 -544 -575
o} -1,124 -2,907 -3,218 -4,137 -4,567 -4,806 -5,064
o -1,367 -1,960 -2,304 -2,775 -2,878 -2,967 -3,096
o 241 -378 -410 -491 -514 -523 -534
o -497 -997 -1,080 -1,335 1,442 -1,498 -1,557
o -641 -1,684 -1,907 -2,465 -2,663 -2,761 -2,880
o -139 -289 -307 -377 -396 ~404 -418
o -950 -1,513 -1,680 -2,024 -2,110 -2,163 -2,227
o -315 -684 -728 -903 -960 994 -1,045
o -171 -313 -344 -426 “453 -465 -480
o} -46 -137 -133 -180 -205 -220 -235
o -1,177 -1,458 -1,709 -1,988 -2,014 -2,042 -2,075
o} -18 -73 -73 -97 -108 -114 -123
o -1,703 -2,204 -2,651 -3,179 -3,268 -3,362 -3,512
o -303 -479 -517 -618 -644, -652 -663
o -1,160 -1,895 -2,070 -2,478 -2,592 -2,645 -2,713
[0} -2,018 -3,398 -3,838 -4,870 -5,386 -5,692 -6,034
o -998 -1,562 -1,681 -2,007 -2,100 -2,128 -2,167
[0} -1,003 -1,482 -1,667 -2,013 -2,194 -2,233 -2,293
0 -2 3 3 -4 -5 -5 -5
[0} -7,979 -10,560 -12,278 -14,792 -15,291 -15,595 -15,922
o -16,281 -25,694 -28,253 -34,102 -35,814 -36,671 -37,759
o} -87 -186 -257 -361 -400 -437 -490
0 -361 943 -992 1,294 1,414 -1,570 -1,790
o} -419 -742 -882 -1,115 -1,183 -1,254 -1,343
0 0 8 8 00

Source: Energy and Industrial Advisory Partners

EIAP

96 — Enercy & InpusTRIAL __
ADVISORY PARTNERS




7D
a

Table 28: Percentage Depletion Elimination Case Employment Reductions by State (Continued)

A

AR

QL
National Stripper Well Association

0 030 0 0 0 0 0
-52 -53 -54 -53 -55 -55 -56
-479 494 -505 -512 -518 -518 -516
-599 -630 -649 -670 -680 -685 -694
-5,306 -5,521 -5,551 -5,659 -5,612 -5,597 -5,590
-3,192 -3,297 -3,360 -3,427 -3,465 -3,485 -3,517
-545 -555 -562 -565 -567 -569 -569
-1,615 -1,668 -1,601 -1,723 -1,711 -1,720 -1,722
-2,983 -3,086 -3,089 -3,056 -3,105 -3,086 -3,071
-430 441 445 449 445 442 -438
2,279 2,333 -2,357 -2,379 -2,402 2,415 2,429
-1,084 -1,119 -1,135 -1,157 -1,152 -1,151 -1,150
-493 -508 -512 -518 -517 -517 -514
-248 -261 -264 -275 -268 -260 -253
-2,096 -2,114 -2,117 -2,132 -2,144 -2,145 -2,146
-131 -140 -141 144 -147 -149 -151
-3,645 -3,787 -3,874 -3,986 -4,028 ~4,065 ~4,126
-675 -684 -693 -687 -696 -698 -697
-2,777 -2,835 -2,869 -2,895 -2,901 -2,912 -2,915
-6,265 -6,478 -6,591 -6,717 -6,744 -6,753 -6,769
-2,207 -2,239 -2,269 -2,276 -2,280 -2,290 -2,287
-2,345 -2,391 -2,426 -2,426 -2,465 -2, 474 -2,476
-6 -6 -6 -6 -7 -7 -7
-16,217 -16,477 -16,525 -16,657 -16,750 -16,837 -16,920
-38,735 -39,668 -40,252 -40,499 -40,904 -41,166 -41,308
-530 -557 547 -552 -536 -518 -510
-1,946 -2,144 -2,316 -2,517 -2,655 -2,716 -2,803
-1,412 -1,491 -1,527 -1,576 -1,613 -1,541 1,442
8 00,978 0 0 0 0 0 0

Source: Energy and Industrial Advisory Partners
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LD
National Stripper Well Association

Table 29: Percentage Depletion Elimination Case Direct Employment Reductions by State

0 0 0 0 0 0 0 028
(o} -16 -19 -20 -22 -23 -24 -25
o} -68 -134 -146 -181 -191 -198 -210
o -101 -202 -211 -267 -282 -292 -309
o -511 -1,285 -1,437 -1,850 -2,040 -2,150 -2,267
0 -541 -780 -903 -1,083 -1,122 -1,151 -1,193
o} -108 -169 -183 -219 -229 -233 -238
o -213 -433 “473 -588 -637 -664 -693
o -357 -940 -1,064 -1,375 -1,486 -1,541 -1,608
o -65 -138 -143 -175 -185 -188 -194
o -409 -651 -715 -856 -891 -910 -933
0o -136 -299 323 403 429 447 472
o -01 -165 -183 -226 -240 -247 -255
o} -22 -69 -64 -84 -95 -101 -107
o -582 -723 -847 -985 -999 -1,012 -1,029
o} -10 -40 -40 -54 -60 -64 -68
o -854 -1,102 -1,315 -1,570 -1,613 -1,654 -1,720
o -160 -253 -273 -326 -340 344 -349
o -473 -775 -852 -1,023 -1,072 -1,097 -1,128
0 =925 -1,557 1,749 -2,212 2,444 -2,577 -2,728
0 o 474 741 -798 -953 -997 -1,010 -1,029
[0} -407 -603 -673 -810 -882 -895 -917
o -1 -2 -2 -2 -3 -3 -3
[0} -2,740 -3,632 -4,180 -5,014 -5,173 -5,263 -5,360
o -6,040 -9,530 -10,421 -12,553 -13,167 -13,454 -13,820
o} -39 -83 -118 -166 -184 -202 -228
o -195 -498 -538 -704 -771 -861 -986
o} -228 -404 -483 -611 -649 -689 -739
0 § 8 0 0 8,608

Source: Energy and Industrial Advisory Partners
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Table 29: Percentage Depletion Elimination Case Direct Employment Reductions by State
(Continued)

‘ 2029 2030 2031 PAORY: 2033 2034 2035
-25 -26 -26 -26 -27 -27 -27
-219 -226 -232 -236 -239 -238 -238
-323 -340 -350 -362 -368 -370 -375
-2,377 2,474 -2,485 -2,534 -2,515 -2,508 -2,506
-1,226 -1,260 -1,283 -1,305 -1,316 -1,323 -1,333
-242 -246 -249 -251 -251 -252 -252
-720 745 -755 -770 -766 -770 -771
-1,666 -1,723 -1,726 -1,708 -1,735 -1,725 -1,716
-199 -203 -205 -207 -205 -204 -202
-953 -972 -983 -990 -998 -1,003 -1,008
-491 -509 -516 -527 -526 -525 -525
-263 -271 -273 -277 -276 -276 -275
-112 -118 -119 -124 -121 -118 -114
-1,040 -1,049 -1,051 -1,058 -1,064 -1,064 -1,065
-73 -78 -79 -81 -82 -83 -84
-1,780 -1,843 -1,883 -1,935 -1,952 -1,969 -1,995
-355 -360 -365 -361 -366 -367 -366
-1,157 -1,184 -1,198 -1,210 -1,214 -1,219 -1,221
-2,831 -2,925 -2,976 -3,031 -3,043 -3,047 -3,054
Other States -1,048 -1,064 -1,078 -1,081 -1,083 -1,088 -1,087
-936 -953 -966 -965 -979 -983 -983
SD -3 -3 -3 -3 4 4 4
TX Permian -5,449 -5,527 -5,550 -5,587 -5,610 -5,638 -5,660
TX Rest of -14,156 14,468 -14,676 -14,751 -14,878 -14,966 -15,002
-246 -259 -254 -256 -249 -241 -237
-1,073 '11186 '11283 '11396 “L,474 -1, 508 -1, 558
-778 -822 -843 -870 -891 -850 -794

Grand Total | -39,740 -40,835 -41,406 -41,899 -42,233 -42,365 -42,452

Source: Energy and Industrial Advisory Partners
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S4h>

LD
National Stripper Well Association

Table 30: Percentage Depletion Elimination Case Indirect and Induced Employment Reductions by
State

2021 2022 2023 2024 2025 2026 2027 2028
o) -15 -19 -21 -23 -24 -25 -26
o} -87 -170 -181 -221 -234 -240 -251
o -88 -177 -183 -230 -244 -252 -265
o -613 -1,622 -1,781 -2,288 -2,527 -2,656 -2,797
o -826 -1,180 -1,402 -1,692 -1,756 -1,816 -1,903
o) -133 -209 -227 -272 -285 -290 -297
o -284 -564 -607 747 -805 -834 -865
o -284 A -843 -1,089 -1,177 -1,220 -1,272
o -74 -152 -164 -201 -212 -216 -225
o -540 -861 -966 -1,168 -1,219 -1,253 -1,294
o -179 -385 -405 -500 -531 -548 -573
o -8o -148 -162 -200 -212 -218 -224
o} -24 -68 -69 -96 -110 -119 -128
o -595 -735 -862 -1,002 -1,015 -1,029 -1,046
o -8 -32 -32 43 -48 -51 -54
o -850 -1,102 -1,336 -1,609 -1,655 -1,708 -1,792
0 143 -226 244 =292 -305 -309 314
o -687 -1,120 -1,218 -1,455 -1,520 -1,549 -1,585
[0} -1,093 -1,841 -2,089 -2,657 -2,942 -3,115 -3,306
Other States o -525 -821 -883 -1,055 -1,103 -1,118 -1,138
PA [0} -596 -879 -994 -1,202 -1,312 -1,337 -1,376
SD o -1 -1 -1 -2 -2 -2 -2
TX Permian o} -5,240 -6,928 -8,098 -9,778 -10,117 -10,332 -10,562
TX Rest of o -10,241 -16,164 -17,831 -21,549 -22,647 -23,217 -23,938
uT o} -48 -103 -140 -195 -216 -235 -263
Wv o -166 ~445 “455 -590 -643 -710 -804
Wy o -191 -338 =400 -504 -534 -565 -604

Grand Total (0] -23,610 -37,034 -41,594 -50,661 -53,397 -54,962 -56,905

Source: Energy and Industrial Advisory Partners
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Table 30: Percentage Depletion Elimination Case Indirect and Induced Employment Reductions by
State (Continued)

‘ 2029 2030 2031 PAVRY: PARR] 2034 2035
=27 -28 -28 -28 -29 -29 -29
-260 -268 -273 -277 -279 -279 -279
-277 -290 -299 -308 -313 -315 -319
-2,929 -3,047 -3,066 -3,125 -3,096 -3,089 -3,083
-1,966 -2,037 -2,077 -2,122 -2,149 -2,161 -2,185
-303 -309 -313 -314 -316 -317 -317
-895 -923 -936 -952 -945 -950 -951
-1,317 -1,362 -1,363 -1,348 -1,370 -1,361 -1,354
-231 -238 -239 -242 -240 -238 -236
-1,326 -1,361 -1,374 -1,389 -1,404 -1,412 -1,421
-593 -610 -619 -630 -626 -626 -625
-231 -237 -239 -242 -241 -241 -240
-136 -144 -145 -151 -148 -143 -138
-1,056 -1,065 -1,067 -1,074 -1,080 -1,080 -1,081
-58 -62 -62 -64 -65 -65 -66
-1,865 -1,944 -1,990 -2,052 -2,077 -2,097 -2,131
-320 -324 -329 -326 -330 331 331
-1,620 -1,652 -1,672 -1,685 -1,687 -1,693 -1,694
-3,435 -3,553 -3,616 -3,686 -3,701 -3,705 -3,715
Other States -1,159 -1,176 -1,191 -1,195 -1,197 -1,202 -1,200
PA -1,409 -1,438 -1,460 -1,462 -1,486 -1,491 -1,493
SD -3 -3 3 -3 -3 -3 -3
TX Permian -10,768 -10,950 -10,975 -11,070 -11,140 -11,199 -11,260
TX Rest of -24,580 -25,200 -25,576 -25,748 -26,026 -26,200 -26,306
-284 -298 -293 -296 -287 -277 -273
-873 -958 -1,033 -1,121 -1,180 -1,208 -1,245
-634 -669 -685 -706 -722 -691 -648

Grand Total | -58,552 -60,143 -60,923 -61,616 -62,134 -62,405 -62,622

Source: Energy and Industrial Advisory Partners
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Contact

Houston

Sean Shafer
Managing Partner

s.shafer@eiapartners.com
Tel: +1713-309-9020

1210 W Clay, Suite 3, 77019, Houston, TX

New York

Cameron Lynch
Managing Partner

c.lynch@eiapartners.com
+1(212) 763-8901

156 W 56th, 3rd Floor, New York, NY 10019

WWW.eiapartners.com
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