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Executive Summary
Introduction

Despite the current difficultiefacing the global economy as a whole and thkaoid natural gas industry
specifically, he Gulf of Mexico oil and natural gas industry Vikiély continue to bea major source of
energy production, employment, gross domestic product, and government revenues for the United
States. Several proposals have lmeadvanced recently which would have a major impact on the
natural gas industryThe proposals vary widely, but for the purpose of this replorée scerarios were
developed, a scenario based on a continuation of current policies and regulations, a scenario examining
the potential impacts of a ban on new offshore leases, and a scenario examining the potential impacts of
a ban on new drilling permits apprals in the Gulf of Mexico.

Energy and Industrial Advisory PartnefSIAP)was commissioned by the National Ocean Industry
Association (NOIA) to develop a report forecasting activity levels, spending, oil and natural gas
production, supporéd employment, @P, and Government Revenues in these scenarios. The scenarios
AAOGAT T PAA ET OEEO OADPI OO AOA AAOGAA O1T1TAI U OPIT cCI
own expertise and analysighe study also included profiles of NOIA members to demonstthge

diverse group of companies which make up the offshore Gulf of Mexico oil and ngagahdustry as

well as a list of over 2,400 suppliers to the indusgépresenting all 50 states

Economic Impacts of the Gulf of Mexico Oil and Natural Gas
Industry

The Gulf of Mexico oil and natural gas industry supports significant employment, gross domestic product
and state and~ederalGovernment revenues. To quantify the potential effects of policy changes, this
study forecasted &Base Case activity level foGulf of MexicoOuter Continental Shelf [OCS]il and
natural gas activity to provide a comparison withtential activity and economic impacts if certapolicy
changeswere enacted The study forecasted key activity indicators including the number ofswzllled,
projects executed, oil and natural gas production, and spending based on projected activity levels. These
activity and spending forecasts drive the projected employment, GDP, and government revenue
forecasts presented in this report.

A In 2019combined Gulf of Mexico OCS oil and natural gas production was over 2.3 million barrels
of oil equivalent per dayDil and natural gas production from the Gulf of Mexico OCS is projected
to average aroun@.5 million barrels of oil equivalent per dayverthe 2020 to 2040 forecast
period.

A In 2019, the Gulf of Mexico offshore oil and natural gas industry supportegstimated 345
thousand jobs in the United State€n average across the forecast period, the Gulf of Mexico
offshore oil and natural gas inding is projected to support aroun870thousand jobs per year
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A In 2019, theGulf of Mexico oil and natural gas industry contributed an estimated #28ion of
to the U.S. economyThe industry is projected to contribute an averageb8fl.3billion of GDP
per yearacross the forecast period.

A In 2019, government revenues due to the Gulf of Mexico oil and natural gas industry reached
nearly $54 billon. Government revenues derived from offshore oil and natural gas activities in
the Gulf of Mexico (excludg personal and corporate income taxes and property taxasy,
projected toaverageover$7 billion per yearacross the forecast period.

A Fromfiscal year2019, the Gulf of Mexico oil producing states receivadund $853million of
revenues due to revenugharing while thd_and and Water Conservation Fund (LWCF) received
over $1 billiorof distributions.State revenue sharing under the Gulf of Mexico Energy Security
Act (GOMESA) is projected to average aro@874 million per yearacross the forecast perib
Contributions to the Land and Water Conservation Fund (LW{é&n GOME® and non
GOMES/Aoffshoreare projecedto average aroun1.3 hillion per year.

Impact of a Potential Leasing Ban

Although no firm policy proposals have been advanced, one of a number of potential restrictive policy
changes that has been discussed related to Gulf of Mexico oil and natural gas activities has been an end

to new leasing in théederal Outer Continental SEA1T £8 &1 O OEA DOODPI OA 1T £ OE!
3AAT AOET 6 xAO AAOAT T PAA O DOT OEAA A AT i PAOCEOIT 1.
natural gas production), economic impacts, and government revenues to the Base Case Scenario. This
scenario assumes that no new lease sales would be held fro, D02 that existing leases would be

unaffected, and that no other major policy or regulatory changes impacting the Gulf of Mexico offshore

oil and natural gas industry would be enacted.

A Average combined oil and natural gas production across the forecast period is projected to
decline from around 2.5 million barrels of oil equivalent per day to 2 million barrels of oil
equivalent per day (an over 20 percent declihe)2040, combined oil angiatural gas production
is projected to be aroun€l10 thousand barrels of oil equivalent per day comparetl. & million
barrels in theBaseCase.

A Average employment supported is projected to decline td82Bousand jobs each year from
around J0thousandjobs each year nationally (a 28 percent decline).

A Average yearly contributions to GDP are projected a2 $dillion, around a 30 percent reduction
compared to annual contributions of3.3billion in the Base Case.

A Government revenues are projected @t average of around $5billion per year, a 26 percent
reduction from the $7 billion per year projected in the Base Case.

A State revenue sharing under the Gulf of Mexico Energy Security Act (GAMEProjected to
remain relatively steadgompared to tte Base Casédditionally, contributions to the Land and
Water Conservation Fund (LWCF) are projected to average ar$uridlion per year, compared

to $1.3 billion per yean the base caseverthe forecast period.
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Impact of No New Drilling Permits Being Issued

Another potential restrictive policy change that has beatdvancedfor the Gulf of Mexico offshore oil

and natural gas industry is that regulatory authorities no longer issue new drilling permits for Gulf of
Mexico wells. This scenarasssumes that no new drilling permits would be issued from2@git that
existing permits would be unaffected, and that no other major policy or regulatory changes impacting
the Gulf of Mexico offshore oil and natural gas industry would be enacted.

A Average combined oil and natural gas production across the forecast period is projected to
decline from around 2.5 million barrels of oil equivalent per day to 1.1 million barrels of oil
equivalent per day (an over 55 percent declite2040, combined oil angiatural gas production
is projected to be around23thousand barrels of oil equivalent per day compared to 1.96 million
barrels in theBaseCase.

A Average annual employment supported is projected to decline ®thdusand jobs from around
370thousand pbs nationally (a Bpercent decline).

A Average annual contributions to GDP are projected d#$ billion, around a 5 percent
reduction compared to contributions of3f.3billion in the Base Case.

A Government revenues are projected at an average of ado®27 billion per year, a Bpercent
reduction from the $7 billion per year projected in the Base Case.

A State revenue sharing under the Gulf of Mexico Energy Security Act (GOMES) is projected to fall
to an average of around2¥3million per year, comparato around $34million in the Base Case
(a27percent reduction)LWCHunding, including GOMESA and ndBOMESA offshore funding

is project to fall to just under $585 million a year compared to $1.3 in the Base Case.

Study Limitations

Given thelarge degree of volatility and uncertainty in oil and gas markets as well as the global ecpnomy

the assumptions and forecasts contained in this report are based on reasonable readings of conditions
when this report was developed. Uncertainty around comritggricing and global economic conditions

may have significant effest 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 and
assumes that any proposals actually adopted or enacted would differ greatly in language and execution
compared to the scenarios developed for this report. S&policies could impose significantly greater
engineering, operational, cost and other burdenstbe oil and natural gas industry and regulators. The
OAPT 0080 DOT EAAOGEITO 1T &£ OEA AEEAAOO OEAO OEAOA
operations, and costs are an independent, good faith view arising from reasonable assumptions based
ontheOA BT OAT OEAT OAAT AOET O AT A OEA AOOEI 0086 A@bpAOO
partners provided this independent study while expressly disclaiming any warranty, liability, or
responsibility for completeness, accuracy, use, or fithesamnp person or party for any reason.
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Introduction

Purpose of the Report

Despite the current difficultiest is facing, he Gulf of Mexico oil and natural gas industry \Wiely
continue to be a major source of energy production, employment, gross domestic product, and
government revenue$or the United States. A number of proposals have been advanced recently which

NOIA

wouldlikeyEAOA A | AET O Ei PAAO 11 OEA ET AOOOOUBO AAOEOE

employment, gross domestic product, and government revenues supportedhie offshore oil and
natural gas industry in the United States. ®aproposals vary widely, but for the purpose of this report
three scenarios were developed, a continuation of current policies and regulations, a ban on new offshore
leases in the Gulffdexico OCS, and a ban on new drilling permits approvals in the Gulf of Mexico OCS.

Energy and Industrial Advisory PartnefgIAP)was commissioned by the National Ocean Industry
Association (NOIA) to develop a report forecasting activity levels, sperglinoil and natural gas
production, supported employment, contributions to GDP, and Government Revenues in these
scenarios. The scenarios developed in this report are based solely upon government and other publicly
AOGAEIT AAT A AAOA Al AManalysis0 60 1T x1T A@DPAOOEOA Al

Report Structure

)T OEEO OADPI OOh %)! 0 AEOOO Ida@deteiopheénttietiriitaor¥AUG O | .

this study and how the three scenarios in this report were developed. The next section discusses activity
levels and economic impacts of the Gulf of Mexico Offstmrandnaturalgasindustry. The third section
outlines the potentiaimpacts of the second scenario developed for the report, the No Leasing Case. The
fourth section outlines the potential impact of the third scenario developed for the report, the No Permits
Case. The final section concluddzior to the appendices, thetiedy also included profiles of NOIA
members to demonstrate the diverse group of companies which make up the offshore Gulf of Mexico oil
and naturalgas industry.

Excluded from Study

This paper has been limited in scope to the assessment of the potémigelcts of the three scenarios
developed for the report, additional changes to regulations or policies outside of the changes assessed
in this report (for example policies that impact already leab&atksor producing projects) could have a
greater effectthan 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 Gulf of Mexico oil and natural gkistry. This study has also excluded the
impacts of activity in the Alaskan and Pacific OCS, as well as in Eastern Gulf of Mezgoot currently

EIAP
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open to exploration and productioand the Atlantic OCS The impacts projected in this report would
likely be greater if these areas were included. This study also does not attempt to calculate the effects of
the proposed language on the downstream oil and natural gas industry, or subsequent impacts on other
industries(for example due to reduced domestid and natural gas productignother than the impacts
directly due to reduced activity in the offshore oil and natural gas sector. Additionally, the projected
government revenue impacts do not account for personal income taxes, corporate income tareslor |
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 scenarios developed.
Additionally, the impacts presented could bmprecise by as much as 10% or more due to the actual
adoption and implementations of the studied scenararsd other factors

About EIAP

Energy & Industrial Advisory Partners (EIAP) was founded to provide companies, investors and industry
associations eross the energy and industrial markets with econoamad strategicconsulting,as well as

M&A and restructuringadvisory services from seasoned consultants with significant industry experience.
EIAP is a specialist consulting firm that utilizes its demgustry experience andigorous analytical
methodologiesto helpstakeholdersgain theinsights they require to make more informed, data driven
decisions

Our team and our subject matter experts have worked in the industriescaxeer, and we have

maintained that focusthroughout our consulting careers. This specialism enables us to provide
proprietary insights into the perspectives of key customers, suppleend competitors. Our collective

experience amountOi EOT AOAAO 1T £ AT CACAT AT OO AT 11T COEAA OI i
energy and industrialtompaniesinvestors and industry associations

Every project is bespokand focused oridentifying and understand the issues facirgbusinessor

industryand develojing practicalsolutions. We understand that insight not only comes from th&te
AOGO Al O OEA OET B A&l 11 0the fidlll s wecakeGnQnk boarG®O A O AT | £l O
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Methodology

Data Development

As part of the development of this repora detailed review of theotential implications ofcertain
regulatory and policy changes was conducted. This study is in no way exhaustive, especially considering
uncertainty around how the proposed policy changes would be developed and implemented. This report
focuses on the potential ggrational effects of the proposed policies based on a reasonable reading of
these proposals and considers the potential operational changi and natural gas companies could
undertake to minimize the effects of these changes on their operations. As such, this analysis is
inherently forward looking and subject to significant changes based on the potential development and
implementation of hie proposed policy changes I@pngress, the executive branch and regulators such

as the Department of The Interior, The Bureau of Ocean Energy Management and The Bureau of Safety
and Environmental Enforcement.

Limitations

Given the large degree of voléty 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 glet@homic conditions

may have a significarimpact on the projections developed for this studyspecially in the early years of

the forecast contained in this reporthis report has utilized revised forecasts for 2020 and 20R4nd

natural gas priceand 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 and assumes that any proposals actually adoptethotesl would differ greatly

in language and execution compared to the scenarios developed for this report. These policies could
impose significantly greater engineering, operational, cost and other burdens on the oil and natural gas
industry and regulatod@ 4 EA OADPI 0080 bPOI EAAOCEIT O 1T & OEA AEAEA|
impose on engineering, operations, and costs are an independent, good faith view arising from
OAAOGI T AAT A AOOOI POET T O AAOGAA 11 OERAO®&dexpefeAd.OEAT O
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 Deelopment

of the offshore oil and natural gas exploration and production lifecycle. The major sections of the model
are: an Activity Model that assesses met@rm project activity, Gulf of Mexico reserves and production;

EIAP
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and the likely project development and drilling activity necessary to meet production targets; a spending
model derived from the activities required to develop and operate offshore oil ataralagas projects

and reasonable assumptions around the spending levels typically associated with these activities; a
government revenue model which uses forecast production levels and other relevant forecasts (leasing,
block rentals, etc.), forecast commdlity pricing, historical data on actual government revenues and
distributions and governmental polices to forecast potential government revenues; and an Economic
Model which utilizes the projected spending and government revenue levels, as well as asssnpt
about the nature of spending and its geographic distribution to forecast associated supported economic
activity including employment and gross domestic product.

TheBaseCase model was developed based on forecast production and pricing levels basieel Bnergy

YT &1 O AGET T ' Al ET Ee@p@uiobk 2026dIlorg emb QE ARDOAT A -OEA %) !
Term Energy Outlookfor near term (2020 and 2021) pricé#dthough these forecasts were utilized to

develop theBaseCase model, due to differences in modeling techniques, espediadyprojectbased

iTAAT AAOGAT T PAA ET OEEO OADPI OOh OEA OADPI 0080 A& OA
%) ! deCastgEl

Following the creation of thBase Cas#orecast the potential effects of the two additional scenarios (no

TAx 1T AAOGAOG AAET C OI1T A 10 OEA O.1 ,AAOGET C #AOAdh A
Permits Case) were considered withegards to how these changes would impact exploration drilling,

new project development of both underway and future projects, and existing producing projects. For the

No Leasing Case, the following potential impacts were noted. (T&ble

I Annual Energy Outlook 2020, Energy Information Administration
2Short Term Energy Outlook, April 7, 2020, Energy Information Administration

EIAP
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Table 1: Potential Impacts No Leasing Case

Cause of Impact

New Lease Sales Stopped beginning in 202

Potential Effect

No new lease sales

—
America’s Offshore Energy Industry

No new lease sales

Immediate Reduction in Bid Revenue

Leases expires and are not refreshed

Continuous Reduction in Lease Revenue

Steady reduction in leases available for exploration

Steady reduction in exploration drilling and

reserves discovered

As leases expire an increasing portion of the Gulf is peno
to activity

Steady reduction in new projects

Project economics are impacted by an inability to lease
nearby blocks to tie in new production

Steady reduction in new projects

Reduced tie ins to existing facilities

Reduced production a¢xisting facilities

decreases facility life spans

Increased shut ins of existing facilities

Reduced operational spending, increased

decommissioning spending

Operators will be less likely to allow leases to expire

Higher retention rate foexisting leases

Source: Energy and Industrial Advisory Partners

15
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For the No Permits Case the following potential impacts were considered. (Bable

Table 2: Potential Impacts No Permits Casé

Cause of Impact Potential Effect

Immediate halt to new lease sales Immediate Reduction in Bid Revenue
Undeveloped leases are allowed to expire Continuous Reduction in Lease Revenue
No new unpermitted exploration wells Drastic reduction in reserves discovered

New projects without drilling permits are halted Rapid reduction in new projects after existing permit

are used
New projects where economics are tied to Rapid reduction in new projects due to project
unpermitted wells or tiebacks are halted economics

Inability to drill or tie in new wells leads to productiol

Produdion at existing facilities declines rapidly decline

Declining production at existing facilities Facilities shut in early than designed for

Reduced operational spending, increased

Increased shut ins of existing facilities L -
decommissioning spending

Source: Energy and Industrial Advisory Partners

In addition to the potential impacts abovedditional impacts duethese potential policy changeare
possibledue topotential increased cds and changes or reductions in the supply chain as activity in the
Gulf of Mexico declines.

The potential impacts listed above were examined to develop assumptions on howteramprojects,

longer term projects, existing projects, drilling and decomnossng would be impacted. It was assumed

that operators would modify their behavior to minimize the impacts of the potential changes by, for
example, being more likely to retain leases and by being more likely to drill already permitted wells. The
potential impacts were then applied to the Base Case Scenario to develop the two additional scenarios.
These changes in activity levels and subsequent spending levels were then applied to the remaining parts
of the model to develop modified production, governmemvenue, and economic forecasts.

3The study assumes no future leasing under this scenario. Even if leasing were authorized, there would be very

low interest if no further permits for drilling wette beissued.
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Gulf of Mexico Economic Impacts

The Gulf of Mexico oil and natural gas industry supports significant employment, gross domestic product
and state andrederalGovernment revenues. To quantify the potential effects of policy changes, this
study forecasted @aseCase activity level foGulf of MexicdDCSoil and natural gas activity to provide

a comparison withactivity levels and subsequent impactgiftential policy changesvere enacted The

study forecasted key activity indicators including the number of wells drilled, projects é@cail and
natural gas production, and spending based on projected activity levels. These activity and spending
forecasts drive the projected employment, GDP, and government revenue forecasts presented in this
report.

Projects

Development of new offsha oil and natural gas projects drives both capital and operational spending
as well as oil and natural gas production. Offshore oil and natural gas projects are complex, and require
significant planning, engineering, and procuremesnttivities as well asdng lead times. New project
executions are a key indicator for activity and thus spending levels (and subsequent economic activity) in
the Gulf of Mexico. Although Gulf of Mexico project executions have declined in recent years due to lower
energy prices ad competition from onshore unconventional resourcaadnearterm activity levels will

likely be impacted by current conditiongroject executions are expected to recover (albeit not
necessarily to levels seen early in the 2010s). (Fijure

Figure1: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Project Startups by Year
10 1

Number of Projects
O = N W d 0O O g4 00 ©

Y Y Dy xS o A D o YD SN A o O
VNPT NS DD DD DD D K
A7 AT A2 A2 0T AT AT 2T 40T 49T 0T 9T D7 97 497 497 497 497 407 497 497 0

M Shallow Water mDeepwater

Source: Energy and Industrial Advisory Partners

EIAP

— Enercy & InpusTRIAL __
ADVISORY PARTNERS

17

NOzA



N—
America’s Offshore Energy Industry

Over the long termjn linex EOE OEA %) ! 80 Al OAAAOO Al 6&theeddfoA AE] U
the forecast period, project executions are expected to decline with some year to year fluctuations over
the last decade of the forecast. Additionally, larger, deepwater projects are expected to account for a
higher share of project executionhese projects are associated with higher spending and production
levels on a per project basis compared to both smaller and shallow water projects.

Production

The decline rate of existing production, along with production from new projects are theapyidrivers

for Gulf of Mexico oil and natural gas production. Production is influenced by a number of factors
including reservoir productivity, oil and natural gas ratios, well counts, and operational choices by
exploration and production companies. Togmare the production forecast, the Energy Information

I AT ETEOOOAQGET 160 DPOT AGAOET T Al OAAAWOULi#EdTad theOEA O!
primary indicator of forecast production levelwith revisions to near term levels due to current market
conditions The Base Case production forecast was developed to be relatively in line with this forecast,
although the production forecast in this report differs from this forecast due to pineject-based
methodologyused to develop forecasts for the repioTo develop the production forecast for this report,
project development (in addition to the existing production base) was modeled utilizing key indicators
such as the water depth of the project, the number of producing wells, per well production ,levels
assumptions on peak production years, and decline rates.

This study forecasts that combined Gulf of Mexico oil and natural gas production in 2020 will be around
2.2 million barrels of oil equivalent per day, with oil and other liquids accounting farmat&1 percent of
production and natural gas accounting for 19 percent of production. The study forecasts that total
production will, after declining in 2@through 202, steadily increase through 2@3before beginning

to decline. At the end of théorecast period in 2040, the Gulf of Mexi@&Sis projected to produce just
under 2 million barrels of oil equivalent per day, with around 84 percent of production projected to be oil
and other liquids and the remainder natural gas. (Fig@)re

4 Annual Energy Outlook 2020, Energy Information Administration
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Figure 2: Projected Base Casé&ulf of Mexico Oil and Natural Gas ProductiorBOE/D
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Spending

Offshore oil and natural gas exploration, development and operations require large amounts of spending
across a large variety of activities ranging from geological and geophysical surveys, drilling, surface and
subsea production equipment, engineering, apdonal expenditures, and decommissioning. For this
study, spending was modelled in 19 categories, encompassing the full range of activities required to
explore for, develop, operate, and decommission offshore oil and natural gas projects.

In the Base Ga scenario developed for this report, offshore oil and natural gas spending is projected at
just over $3.4billion in 2020(compared to$27.5 in 2019)with spending projected to grow steadily to a
peak of over $33 billion from 2026 to 2029. Spendindpén projected to steadily decline with year to
year fluctuations through 2038, before rising slightly towards the end of the forecast period. On average,
from 2020 to 2040 annual spending is projected at nearlyl${on. (Figure3)
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Figure 3: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Spending
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Employment

The Gulf of Mexico offshore oil and natural gas industry has supported significant levels of emeploy

in the U.S. for decades. While the employment impact of the industry is focused on the Gulf Coast states,
almost all, if not all states see employment supported due to the industry. The Gulf of Mexico offshore
oil and gas industry supports a large niben of highly paid jobdirectly, especially highly paid blue collar

ET AOGh AT A AAAEOGEITAI T U OOPDI OO0 OECTI EEEAAT O Al DI
jobs), and due to increased spending by workers (induced job&019, it is estimatd that theindustry
supported around 38thousand jobs. Due t@urrent economic conditions and low commodity prices
this study projects that in 2020, the Gulf of Mexico offshore oil and natural gas industry will support
around295thousand jobs. (Figuré)
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Figure4: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Supportedpoyment
450,000

400,000

Number of Jobs

B Texas MLouisiana MMississippi BEAlabama ®Other U.S. States
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Employment supported by the Gulf of Mexico offshore oil and natural gas industry is expected to steadily
rise through the end of the decade, with an average of arounslthbusand jobs supporteddm 2025

to 2030. In line with the EBAfOrecast for reduced production, employment is projected to slowly fall
(with year to year fluctuations) for the last decade of the forecast period. On average from 2031 to 2040
around 39 thousand jobs are projecteto be supported by the Gulf of Mexico offshore oil and natural
gas industry. The largest employment impact is projected in the Gulf Coast states, with an aver&ge of 1
thousand jobs supported in Texas across the 202@0 forecast period, aroundd% thousand jobs in
Louisiana, over30 thousand jobs in Alabama, over 22 thousand jobs in Mississippi,aaodnd 57
thousand jobs in the rest of the U.S.

The Gulf of Mexico Offshore Oil and Natural Gas industry supports employrbettt through direct
employmert by the industry, but also indirectly. Indireeimployment occurs through the purchases of
goods and servicdsy the industry, whilenducedemploymentis due to theémpact of greater income in
the economy. Direct employment by oil and natural geempanies and their suppliers 2019 was
estimated at 70 thousand jobs. In 2020, direct employment is projetdef@ll to around60 thousand
jobs. Across the 202t 2040 forecast perioddirect employment is projected to average around 78
thousand jobseach yar. Indirect and induced employmerdue to the Gulf of Mexico offshore oil and
natural gas industry was estimated at aroun@2housand jobs in 2019n 2020, supportedhdirect and
inducedemployment is project to falhround B5thousand jobs. Aross the 2020 to 2040 forecast period
supported indirect and induced employmeist projected to average just undeP2thousand jobs each
year.
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Figure5: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gaisect vs. Indirect and
Induced Supported Employment
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GDP

The Gulf of Mexico offshore oil and natural gas industry contributes significantly to the gross domestic
product (GDP) of the Gulf Coast states adhas the nation as a wholm 2019, the industry is estimated

to have contributechearly $287billion to U.S. GP. In 2020 the industry is projected to contribute nearly
$24.6 billion per year of GDP nationally. Over the tgaar period from 2021 to D, contributions to
GDP are projected at just under 3dillion per year on average. From 2031 to 2040, projected
contributions to GDP average at just under $3illion. (Figured)
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Figure6: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Contributions to GDP
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Government Revenues

Government revenues due to Gulf of Mexico offshore oil and natural gas activity are primarilydderive
from three main revenue streamsoyalties paid on produced oil and natural gas, bonus bids paid to
acquire blocks in lease sales, and rents for blocks leased by operators. There are a number of policies
which impact royalties and lease payments receibgdhe FederalGovernment, including royalty relief

for certain blocks depending on production levels, and differing rent and royalty regimes for fields in
different water depths, and blocks leased at different times. Additionally, the value of oil aludat@as
produced in the Gulf of Mexico may differ from major indicators such as West Texas Intermediate (WTI)
crude due to transportation costs, long term sales contracts, and differentials due to product quality. To
calculate government revenues due tdfshore oil and natural gas activities data from the Office of
Natural Resource Reventi€ONRR) as well as oil and natural gas price projections from the Energy

y T £ Of AGET T 'AAnuat EnergyOaioGkE2DA0amddShortTerm Energy Outlookwere
utilized. In some cases (especially regarding disbursements to states) calendar year data was unavailable.
In these cases, fiscal year data was utilized as a stand in for calendar year data.

In 2019, government revenues derived from offshore oil andiredtgas activities in the Gulf of Mexico
were just under $5.4 billioThis study forecasts that on average across the forecast period, government
revenues derived from offshore oil and natural gas activities in the Gulf of Mexico (excluding personal

5Natural Resources Revenue Da@ffice of Natural Resource Revenue, U.S. Department of the Interior

8 Annual Energy Outlook 2020, Energy Information Administration

"Short Term Energy Outlook, April 7, 2020, Energy Information Administration
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and corporate income taxes and property taxes), will average oviebiion per year. In general, the
largest source of government revenues from Gulf of Mexico offshore oil and natural gas activities is
derived from royalties paid on produced oil and natugas. Across the forecast period, average royalty
revenues are projected @round$6.6 billion per year. Bid revenues are projected to averager $315
million per year across the forecast period, rental revenues are projected to average around $120 milli
per year, and other revenues are projected to average arouifarifon per year. (Figure)

Figure7: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Government Revenues
by Type
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In 2006Congress passed the Gulf of Mexico Energy Security (8&&@MESA) whicltreated revenue
sharing provisions for the four Gulf oil and gas producing Stédmbama, Louisiana, Mississippi and
Texa9, ard their coastal political subdivisionRevenue sharing was enacted in two phases beginning in
2007 and 2017 respectively, with revenue sharing caps of $375 million for fiscal yea202918487.5
million for fiscal years 2020 and 2021, and $375 mifboriiscal years 2022055 enacted. To develop

the revenue sharing forecasts in this report, total projected federal revenues, actual distribution data
from the ONRR, analysis of the growth of revenue sharing and the revenue sharing caps were considered.
In 202Q the Gulf of Mexico oil and natural gas producing stated received ar@36&million due to
revenue sharingThis study projects that in 202he Gulf Coast states will receive aroung@7$million of
revenue from GOMESAhe $375 milliomevenue Baring cap would be maintained through2Q (Figure

8)
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Figure 8: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Government Revenues
by State
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Based on historical diributions, this study projects that Louisiana will see the largest annual
distributionsdue to GOMESA, with distributions averaging aroun@%illion over the forecast period.
Texas is projected to receive the second highest average distributiongaty $101million per year.
Mississippi and Alabama are projected to receive distributions of an average of ar@biahé %3
million respectively annually.

In addition to provisions for revenue sharing with Gulf of Mexico producing States, GOMESA also
included a provision for distributions to the Land and Water Conservation Fund (LWCF). The LWCF,
Gupports the protection of federal public lands and waterisicluding national parks, forests, wildlife
refuges, and recreation aregsand voluntary consention on private land. LWCF investments secure
public access, improve recreational opportunities, and preserve ecosystem benefits for local
communities@ In addition to funding due to GOMESA, the LWCF also recedigrsficant additional
funding due to offshore oil and natural gas activities.

GOMESA stributions to the LWCF are capped at $125 million per year as part of a total cap with state
distributions of $500 million, although in FY 2019 nearly $130 million was distributed to the LWCF. This
study projects that distributions to the LWCF due to GOMESA revenue sharing will remairaisdund

the $125 million level for the remainder of the study peritibugh distributions in 2020 and 2024ay

be lower non-GOMESA LWCF contributions are projected to average just under $1.2 billion per year.
(Figure 9)

8 Land and Wagr Conservation Fund, U.S. Department of the Interior
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Figure9: Projected Base Case LWCF Distributions
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No Leasing Case Impacts

Although no firm policy proposals have been advanced, one of a number of potential restrictive policy
changes that has beeadvancedrelated to theGulf of Mexicaoffshore oil and natural gas industhas

been an end to new leasing in thederalOffshore Continental Shelf. For the purposes of this report, the

O.1 , AAGET ¢ 3AAT AOET 6 xAO AAOAI T bA(rojebtiexedidinsdE A A
spending, oil and natural gas production), economic impacts, and government revenues to the Base
Ca®. This scenario assumes that no new lease sales would be held frani#@2hat existing leases

would be unaffected, and that no other major policy or regulatory changes impacting the Gulf of Mexico

offshore oil and natural gas industry would be enacted

Projects

Development of new offshore oil and natural gas projects drives both capital and operational spending
as well as oil and natural gas production. Under the No LeaSasg, project development activity is
projected to be reduced as soon 2024, as project&hvivould require tiebacks from adjacent unleased
blocks to be economic are the first to be impacted. Over the 20080 forecast period, new project
startups are projected to decline by over gercent, from 1@ to 55. The largest impact to new project
startups is projected in the last decade of the forecast period, when projects are projected to decline by
around 80 percent from 39 to 8. (Figut@

Figure 10: Projected Base Case vs. No Leasing C&Salf of Mexico Offshore Oil andNatural Gas
Project Startups by Year
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