
Impact of tax policy on US upstream and 
economic activity
Final report

Rystad Energy Consulting
January 2025



2

This presentation has been prepared by Rystad Energy (the “Company”). All materials, content and forms contained in this report are the intellectual property of the Company and may not be 
copied, reproduced, distributed or displayed without the Company’s permission to do so. The information contained in this document is based on the Company’s global energy databases and tools, 
public information, industry reports, and other general research and knowledge held by the Company. The Company does not warrant, either expressly or implied, the accuracy, completeness or 
timeliness of the information contained in this report. The document is subject to revisions. The Company disclaims any responsibility for content error. The Company is not responsible for any 
actions taken by the “Recipient” or any third-party based on information contained in this document. 

This presentation may contain “forward-looking information”, including “future oriented financial information” and “financial outlook”, under applicable securities laws (collectively referred to 
herein as forward-looking statements). Forward-looking statements include, but are not limited to, (i) projected financial performance of the Recipient or other organizations; (ii) the expected 
development of the Recipient’s or other organizations’ business, projects and joint ventures; (iii) execution of the Recipient’s or other organizations’ vision and growth strategy, including future 
M&A activity and global growth; (iv) sources and availability of third-party financing for the Recipient’s or other organizations’ projects; (v) completion of the Recipient’s or other organizations’ 
projects that are currently underway, under development or otherwise under consideration; (vi) renewal of the Recipient’s or other organizations’ current customer, supplier and other material 
agreements; and (vii) future liquidity, working capital, and capital requirements. Forward-looking statements are provided to allow stakeholders the opportunity to understand the Company’s 
beliefs and opinions in respect of the future so that they may use such beliefs and opinions as a factor in their assessment, e.g. when evaluating an investment.

These statements are not guarantees of future performance and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown risks and 
uncertainties, which may cause actual performance and financial results in future periods to differ materially from any projections of future performance or result expressed or implied by such 
forward-looking statements. All forward-looking statements are subject to a number of uncertainties, risks and other sources of influence, many of which are outside the control of the Company 
and cannot be predicted with any degree of accuracy. In light of the significant uncertainties inherent in such forward-looking statements made in this presentation, the inclusion of such 
statements should not be regarded as a representation by the Company or any other person that the forward-looking statements will be achieved. 

The Company undertakes no obligation to update forward-looking statements if circumstances change, except as required by applicable securities laws. The reader is cautioned not to place undue 
reliance on forward-looking statements.

Under no circumstances shall the Company, or its affiliates, be liable for any indirect, incidental, consequential, special or exemplary damages arising out of or in connection with access to the 
information contained in this presentation, whether or not the damages were foreseeable and whether or not the Company was advised of the possibility of such damages.

© Rystad Energy. All Rights Reserved.

Disclaimer
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This report was prepared independently by Rystad Energy for the American Petroleum Institute 
(1/2)

Background on this report and scope of work

• Rystad Energy (“Rystad”) was been engaged by American Petroleum Institute, (“API”) during H2 2024 to assess the impacts a repeal of the 
Intangible Drilling Cost (“IDC”) deduction would have on future capital spending, drilling activity, production, and cash flow across the US lower 48 
and Gulf of Mexico. 

• US oil and gas companies have long been able to deduct their intangible drilling costs. On the political front, the debate around repealing the IDC has 
been a point of contention, with advocates citing the need for more climate action. This study serves to quantify the effects of an IDC repeal on the 
metrics outlined above.

• Our proprietary databases, namely ShaleWellCube (North American onshore well database) and UCube (global upstream database), in conjunction 
with our research and consulting experts, are used to quantify and model these effects. 

• Total GDP and Employment Impact includes the direct, indirect, and induced effects calculated by API with IMPLAN economic analysis software, 
based on outputs from the Rystad Energy model.
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This report was prepared independently by Rystad Energy for the American Petroleum Institute 
(2/2)

About Rystad Energy

• Rystad Energy is a specialized strategy consulting and research firm focusing on the global energy markets. The company was established in 2004, by 
Founding Partner and CEO Jarand Rystad.

• Today the company is still headquartered in Oslo, Norway, and has developed into a global company with offices in Houston, New York, London, Rio 
de Janeiro, Singapore, Tokyo, Sydney, Dubai, Bangalore and Stavanger. 

• The company has expanded into additional market segments over the years, and we now continuously monitor upstream, midstream/downstream, 
and renewable activity through a highly trained organization of analysts and consultants. 

• We are highly quantitatively oriented in our consulting work due to application of data from our proprietary databases on different energy-related 
topics. Furthermore, we possess solid industry expertise through our staff and a broad industry network. Combining industry expertise and 
proprietary data, we have become one of the world’s foremost energy strategy consulting firms. 

• Rystad Energy has completed over 2,200 consulting projects for more than 500 clients around the world. We continuously assist governments, NGOs, 
energy producers, service companies, and investors around the world, on high-impact topics across the entire energy value chain.
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Rystad modelled the effect of a repeal of the Intangible Drilling Cost provision across three 
commodity price scenarios

Source: Rystad Energy research and analysis
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Status Quo
• This scenario represents the current tax regime

Intangible Drilling Cost (IDC) repeal
• This represents the repeal of a long-standing tax 

provision that allows companies to expense, rather 
than depreciate, a portion of capital expenditures.

Price scenarios
• Policy impacts are analyzed across three price 

scenarios, to show policy impacts amid the 
uncertain future of commodity prices

Rystad outputs
• Rystad has estimated drilling activity, production, 

capex royalties, and other metrics under each of 
the defined policy and price scenarios, leveraging 
Rystad’s proprietary ShaleWellCube and UCube 
models.

IMPLAN outputs
• Using Rystad outputs on spending (capex, opex, 

etc.), API has calculated the effect on GDP and 
Employment using IMPLAN economic analysis 
software
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An IDC repeal would reduce oil and gas activity and production, which in turn would reduce 
employment and GDP

Total GDP and employment impact (direct, indirect, and induced), calculated by API using IMPLAN economic analysis software using Rystad Energy model outputs. 
Note: Dollar figures in real 2024 dollars
Source: Rystad Energy research and analysis

 An IDC repeal could reduce      produc on by  .  million boe per day, decrease direct employment by    ,    jobs, and lower
direct  D  by     billion in the mid price scenario.

 This would also increase wellhead breakevens and reduce cash  ows available for reinvestment.

 An IDC repeal would a ect ac vity regardless of commodity price scenarios, though a low commodity price scenario would
dampen policy e ects

 In the low price scenario,      produc on is reduced by   , compared to    in the mid price scenario and    in the high price
scenario

 This trend holds across other metrics, such as capital investment, employment, and  D 

  olicy e ects would be widespread, though some basins would be more a ected than others

  nshore produc on would be more a ected than o shore produc on over a    year  meframe, as o shore oil and gas
developments tend to have long lead  mes

 In terms of magnitude, the  ermian and  akken would experience the largest declines in oil produc on, with reduc ons of    
kbbl d and     kbbl d, respec vely, in the mid price scenario

  or gas focused basins, the  aynesville could face a decline in      of   bcf d gas output, while the  arcellus and   ca together
would see a reduc on of   bcf d, in the mid price scenario

 ey  ndings

An I   Re eal  ould reduce oil and gas ac  ity,
 roduc on, royal es, em loyment, and   P

E ects  ould occur regardless o  commodity  rice
en ironment
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Repealing the IDC deduction could significantly reduce activity, investment, and employment

Note: Under the mid price scenario ($75/bbl oil; $4.00/MMbtu gas); dollar figures in real 2024 dollars; Total GDP and employment impact (direct, indirect, and induced), calculated by API using IMPLAN economic analysis software using Rystad 
Energy model outputs
Source: Rystad Energy research and analysis
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Summary of impacts across price and IDC repeal scenarios 

Note: USD in real 2024 dollars; * Total GDP and employment impact (direct, indirect, and induced), calculated by API using IMPLAN economic analysis software using Rystad Energy model outputs. 
Source: Rystad Energy Ucube; Rystad Energy ShaleWellCube; Rystad Energy research and analysis
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Rystad modelled the effect of a repeal of the Intangible Drilling Cost provision across three 
commodity price scenarios

Source: Rystad Energy research and analysis
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Status Quo
• This scenario represents the current tax regime

Intangible Drilling Cost (IDC) repeal
• This represents the repeal of a long-standing tax 

provision that allows companies to expense, rather 
than depreciate, a portion of capital expenditures.

Price scenarios
• Policy impacts are analyzed across three price 

scenarios, to show policy impacts amid the 
uncertain future of commodity prices

Rystad outputs
• Rystad has estimated drilling activity, production, 

capex royalties, and other metrics under each of 
the defined policy and price scenarios, leveraging 
Rystad’s proprietary ShaleWellCube and UCube 
models.

IMPLAN outputs
• Using Rystad outputs on spending (capex, opex, 

etc.), API has calculated the effect on GDP and 
Employment using IMPLAN economic analysis 
software
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Regula ons modi ed so
Integrated companies can only
deduct     of IDCs immediately,
with the remaining     spread
over the subse uent   years

The      code codi ed the
op on for operators to deduct
IDCs, authorizing the  ecretary

of the Treasury to issue
regula ons for this purpose

The repeal of the IDC deduc on
has been included in proposals

for changes to various tax
policies and in the       scal

budget

Despite discussions, the IDC
deduc on remained largely
intact, underscoring its

importance to the industry

The IDC deduc on was
introduced with the beginning of
the income tax code to a ract
investment capital to the risky

upstream industry

Introduc on o  Income  a 
 ode

 ec on    (c) IR   ro ides
su  ort  it   urt er

clari ca ons
 odi ca on  or  or ora ons

 oint  ommi ee  ro oses
elimina on o  I    ro ision,

doesn t  ass

Rene ed legisla  e e orts to
a olis  t e deduc on

Source: Internal Revenue Code; Internal Revenue Service; Rystad Energy research and analysis

The intangible drilling cost provision, introduced in 1913, allows a portion of well costs to be 
expensed immediately

 Intangible Drilling Costs (IDC) refer to expenses related to drilling a well that have no salvageable value.
 These costs include labor, chemicals, drilling mud, and other miscellaneous costs necessary for drilling that cannot be recovered a er a well is completed.
 These costs di er from tangible drilling costs, which include physical costs such as  CT  and facility expenses. These costs are typically capitalized and depreciated

over a period of years based on the life of the e uipment.

 The IDC deduc on allows operators to expense      of intangible drilling costs over     years instead of capitalizing them over longer periods, with non integrated
companies able to deduct      of costs in the  rst year, and integrated companies being able to deduct     of costs in the  rst year.

 The IDC deduc on was introduced in      to s mulate domes c oil and gas ac vity by reducing the taxable income of companies, acknowledging the substan al
capital investment and risks in early explora on stages.

  ig  Ris  and E  ense  The oil and gas industry involves signi cant ini al capital expenditure. The IDC deduc on eases this burden, especially during periods of low
commodity prices.

  arginal and  ature Assets If the IDC were not available, smaller operators with limited capital and higher breakevens would be impacted more and could see a
decline in investment.

Intangi le  rilling  osts

I    educ on

Policy  igni cance
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Well capex costs by basin for completion year 2024
Million USD

On average, intangible drilling costs make approximately 80% of the total expenses for a well

Note: Median values reported for wells completed in 2024
Source: Rystad Energy ShaleWellCube; Rystad Energy research and analysis
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Map of highlighted basins and plays

Eight basins are included in our analysis — selected areas comprise 93% of US capex

Note: Other onshore includes Woodford, Austin Chalk, Meramec, Barnett, Anadarko, and others.
Source: Rystad Energy research and analysis
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For onshore, target reinvestment rates and cash flows determine reinvestment and activity

* Future reinvestment rates are modeled values by Rystad Energy
Source: Rystad Energy research and analysis

            ....     

CFO (Cash Flow from Operations) from previous year
For each company, cash flow from operations of the previous year is 
used to estimate the amount of capital available in the current year

1.

X% Reinvestment rate*
Most operators target specific reinvestment rates, 

balancing moderate growth with shareholder 
returns

Capex spend for 
current year

2.
Capex spend for current 

year

Capex allocation
Capex is allocated across 

operator’s position, leading to a 
certain number of wells

3.

Calculate new cash flows
From tracking historic and current year 

production and spending, cash flows from 
operations are calculated

Changes to policy case or price case affect CFO available for following year
If IDC is repealed, for example, the amount of cash flow from operations available to be 

reinvested will decline, leading to reduced output

The following methodology is used iteratively for every forecasted year, and for each basin of interest

Wells drilled
Based on well costs and allocated 

capex, a given number of wells 
will be drilled
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For onshore projects, we base our future reinvestment rate assumptions on recent historical trends

* Current peer group of 15 public shale oil-focused producers accounted for ~34% of 2024 US shale oil output. Quarterly reinvestment rates are defined as Capex/CFO within a given quarter.
Source: Rystad Energy research and analysis

Quarterly CFO versus Capex for public US shale oil producers*
CFO and Capex (million USD)   

• In the decade leading up to the 
pandemic, the shale industry could be 
largely characterized as capitally 
destructive – with companies 
investing substantially more into 
capex and growth than paying out 
dividends and repurchasing shares

• Post-pandemic, the industry entered 
the Shale 3.0 regime – characterized 
by a shift from production growth to 
share buybacks and dividend returns

• Most players have indicated plans of 
flat activity or single digit production 
growth

• The industry now poised to enter the 
Shale 4.0 era – marked by 
consolidation and a smaller pool of 
larger players that seek to pair modest 
activity levels with shareholder 
returns and lower breakevens 
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For Gulf of Mexico offshore projects, we modeled the economics of each pre-FID (final investment 
decision) project across the policy and price scenarios

Source: Rystad Energy research and analysis; Rystad Energy UCube Economic Model

IRR for example Gulf of Mexico pre-FID project, under various policy and price scenarios
Percentage, real terms

• To model impact of the IDP repeal 
and price on Gulf of Mexico activity 
and investment, Rystad Energy 
modelled the internal rate of return 
(IRR) of pre-FID projects in the Gulf of 
Mexico

• IRR modelling leveraged Rystad’s 
UCube Economic Model

• For each scenario, projects with an 
IRR of 15% or higher were deemed to 
go forward, while projects with an IRR 
below a 15% hurdle rate did not

Economic

I    olicy

Price case

IDC

 id

Repeal IDC

 o 

Repeal IDC

 ig 

Repeal

  .    .  

 .   .  

  .    .  

Projects must meet 15% hurdle rate to 
move forward under each scenario 

15% hurdle rate

This project is economic in the 
mid price case under status quo 
policies, but not under IDC repeal

The project is uneconomic in the low price case, and 
economic in the high price

Status 
quo

Status 
quo

Status 
quo
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Activity in the Gulf of Mexico is less sensitive to changes in IDC policy over the forecast period

Source: Rystad Energy research and analysis; Rystad Energy UCube Economic Model

IRR for Gulf of Mexico pre-FID projects
Percentage, real terms

• The Gulf of Mexico is less sensitive to 
IDC repeal over the 2025-2034 
forecast period

• A significant portion of 2024-2034 
capex comes from pre-FID projects 
with long lead time

• Additionally, much of the activity in 
the Gulf of Mexico comes from infill 
programs that are highly economic 
due to already-spent capex on 
production platforms

• Finally, offshore projects are not 
influenced by the same reinvestment 
rate considerations as onshore 
activity; while shale requires constant 
reinvestment in fast-declining wells, 
offshore projects are larger and more 
discrete

15% hurdle rate

Status 
quo

Reduction from 
IDC repeal

Project IRR

Legend

Highly economic
>40% IRR

Gulf of Mexico pre-FID projects in the forecast period

Projects “out o  
t e money” due 

to IDC repeal



19

We use an extensive range of royalty and tax models to guide our reinvestment and activity 
projections

Source: Rystad Energy Research and analysis

Rystad Energy’s model considers all selected plays, states, and land types ( ederal,  tate, and  rivate) to calculate royalty type taxes based on top-line revenues. This includes 
royalties, ad valorem, severance, and impact taxes which are unique on land, play, and state. Corporate taxes are calculated based on state-specific regulations. This comprehensive 
approach ensures accurate reinvestment and activity projections.

Basin State Land Type
Y% Corporate 
Income Taxes 

(State Specific)

X% Royalty Type 
Taxes on Top Line 

Revenues

A royalty is a payment made to the owner of mineral rights for the right to extract and produce oil and natural
gas from their land.
  ederal lands  These are lands owned by the federal government.
  tate lands  These are lands owned by individual states.
  rivate lands  These are lands owned by private individuals or en  es.

 roduc on taxes on oil and gas are usually   to  .   based on  lay,  tate and  and Type.

Taxes imposed to mi gate the impact of oil and gas produc on on local areas.  uch tax is levied on states such
as  yoming and  ennsylvania.

 tate speci c corporate income tax rates. Range from   to  .  .

 ederal Income Tax (    un l end of     ,          onwards).

 a   y e  a  ase  escri  on
Range across    ons ore and
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  to   .  

  to  .  

  to  .  

  to  .  

  to   .  
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Im act  ee
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 a a le Income



20

• Employment
• Labor Income
• Value Added*
• Output

IMPLAN Economic Software was used to calculate GDP and Economic impacts using outputs from 
Rystad’s model (   )

Note: *: Value Added = GDP. Total GDP and employment impact (direct, indirect, and induced), calculated by API using IMPLAN economic analysis software using Rystad Energy model outputs. 
Source: Rystad Energy research and analysis

IMPLAN Economic Assessment Overview

This analysis uses the IMPLAN model to determine economic impacts. IMPLAN model inputs are 
a  roduct o  out uts  rom Rystad Energy’s model.

Input  utput
Analysis

Data  ources

Economic
Indicators

 ased on  assily  eon ef s method, mapping rela onships between industries, households, and
governments,  uan fying interdependencies across economic sectors.

 overnment data from     EA and    , including industry output, labor income, input purchases,
taxes, household spending, and demographics, used for accurate economic modeling.

 ey outputs include Employment,  abor Income,  alue Added , and  utput, re ec ng the economic
impacts of the analyzed ac vi es.

I P A  descri  on

Direct E ects

Indirect E ects

Induced E ects

The immediate economic changes from an ini al ac vity.

The e ects from business to business transac ons in the supply chain.

The economic e ects resul ng from the spending of wages by employees involved in both
direct and indirect ac vi es.

I P A  descri  on

Inputs

IMPLAN Key Metrics:

Rystad 
Model

IMPLAN ECONOMIC 
ASSESSMENT SOFTWARE

RE Model Outputs

I P A ’s  ey metrics - employment, labor income, and value added - are categorized into 
three types of impacts:

IMPLAN Economic Outputs Split
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IMPLAN Economic Software was used to calculate GDP and Economic impacts using outputs from 
Rystad’s model (   )

Source: IMPLAN; Rystad Energy research and analysis

  il and gas extrac on
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  ther miscellaneous chemical products

 Custom computer programming services

 Architectural, engineering, and related
services

  anagement consul ng services

  e  ollo ing categories  ere used in t e I P A  modeling o  oil and gas
de elo ment and  roduc on

 Employment and payroll of state govt., educa on services

 Employment and payroll of state govt., hospitals

 Employment and payroll of state govt., other services

  e  ollo ing categories  ere used in t e I P A  modeling to assess
t e im acts o   ederal Re enue   aring

  ouseholds             increased income through private royal es

  e  ollo ing category  as used in t e I P A  modeling to assess t e
im acts o  increased royalty income.
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Repealing the IDC deduction could significantly reduce activity, investment, and employment

Note: Under the mid price scenario ($75/bbl oil; $4.00/MMbtu gas); dollar figures in real 2024 dollars; Total GDP and employment impact (direct, indirect, and induced), calculated by API using IMPLAN economic analysis software using Rystad 
Energy model outputs
Source: Rystad Energy research and analysis
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An IDC repeal is expected to have wide impacts, especially on capital investments and total 
number of wells drilled 

Note: USD in real 2024 dollars; * Total GDP and employment impact (direct, indirect, and induced), calculated by API using IMPLAN economic analysis software using Rystad Energy model outputs. 
Source: Rystad Energy UCube; Rystad Energy ShaleWellCube; Rystad Energy research and analysis
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Change in
Gas Production 

2034
bcf/d

Change in
Oil Production 

2034
kbbl/d

   ,   

  . 

   . 

  . 

    

IDC repeal impacts are evident in all price scenarios, but are most pronounced in mid and high price 
scenarios

Source: Rystad Energy research and analysis

Low - $50 WTI/$2 MMBtu HH

    

-5%

Repealing the IDC 
results in a 5% 
decline in oil 

production in both 
mid and high 

scenarios  

Change in 
Completed 

Wells
’  -’  

11,649

IDC Repeal

-2%7,817

-5%

13,750

61.3 -1% 105

-7%
-8%

130

Mid - $75 WTI/$4 MMBtu HH High - $100 WTI/$6 MMBtu HH

  ,   

69,834 -4%

-5% -6%

  ,   

116,711

-7%
-8%

143,408

If IDC is repealed, 
gas productions will 
decrease at a faster 

rate than oil 
production, at 7% 

An IDC repeal results 
in a 7% decline in 
’  -’             

wells

Status Quo

Status 
quo value

Change from 
Status Quo

Change from status quo by commodity price and policy scenario

IDC RepealStatus Quo IDC RepealStatus Quo

IDC RepealStatus Quo IDC RepealStatus Quo IDC RepealStatus Quo

IDC RepealStatus Quo IDC RepealStatus Quo IDC RepealStatus Quo
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Change in
Capex Spend

’  -’  
Bn. USD

    

  

   

   

   

IDC repeal impacts are evident in all price scenarios, but are most pronounced in mid and high price 
scenarios

Source: Rystad Energy research and analysis. Note: USD in real 2024 dollars * Total GDP and employment impact (direct, indirect, and induced), calculated by API using IMPLAN economic analysis software using Rystad Energy model outputs

Low - $50 WTI/$2 MMBtu HH

   

-8%

An IDC repeal 
results in an 8% 
decline in total 

capex spending in 
the mid and high 

price scenario 

Change from status quo by commodity price and policy scenario

Change in
Royalties
’  -’  
Bn. USD

Change in 
Employment 
2025-2034*

Thousands

1,028-4%606

    

1,272

-8%

415 -1% 863

-4%
-5%

1,348

Mid - $75 WTI/$4 MMBtu HH High - $100 WTI/$6 MMBtu HH

   

1,770 -2% 3,137

-6% -5%

4,148

4% decline in 
royalties with an IDC 

repeal in the mid 
price scenario

6% decline in 2034 
Employment if IDP 
is repealed in the 
mid price scenario

Status 
quo value

Change from 
Status Quo

IDC RepealStatus Quo IDC RepealStatus Quo IDC RepealStatus Quo

IDC RepealStatus Quo IDC RepealStatus Quo IDC RepealStatus Quo

IDC RepealStatus Quo IDC RepealStatus Quo IDC RepealStatus Quo
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Summary of impacts across price and IDC repeal scenarios 

Note: USD in real 2024 dollars; * Total GDP and employment impact (direct, indirect, and induced), calculated by API using IMPLAN economic analysis software using Rystad Energy model outputs. 
Source: Rystad Energy Ucube; Rystad Energy ShaleWellCube; Rystad Energy research and analysis
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Change from status quo by basin in a mid price case

All basins are projected to be impacted by an IDC repeal, with the Permian and Haynesville having 
the largest projected reductions in production and capex

Note: real 2024 dollars
Source: Rystad Energy Ucube; Rystad Energy ShaleWellCube; Rystad Energy research and analysis
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Key Takeaways:

• The Permian and Haynesville are the most impacted by the combined effects of an IDC repeal. These regions could see reductions of up to 317 kbbl/d of oil production and 3 bcf/d of gas 
production, at the assumed mid price case

• On a percentage basis, the Haynesville could see a 16% production decline under an IDC repeal. Across oil basins, the DJ Basin is the most affected and could see a 9% decline in oil production 
under an IDC repeal

• In terms of capital spend the Permian could see a decline of capex spend by $29 billion due to the IDC repeal. Meanwhile, $18 billion could be in jeopardy in the Haynesville

IDC Repeal

6,997 1,355 803 804 20 37

523,659 106,758 90,576 78,605 115,020 113,482

-5%

-7%

-3%
-9%

-16%

-5%
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-8%-6% -10%
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 id Case  rice  cenario  ermian

2024-2034 Permian Oil Production 
Million barrels per day

2025-2034 Permian Royalties and Other State Taxes*
Billion USD, Real

2025-2034 Permian Capex 
Billion USD, Real

The Permian Basin could see an oil production decline of over 317 kbbl/d because of an IDC repeal

Note: USD in real 2024 dollars; *Includes Production Taxes, Ad Valorem, Severance Taxes, and other State Specific Taxes on Revenue. 
Source: Rystad Energy Ucube; Rystad Energy ShaleWellCube; Rystad Energy research and analysis

Key Takeaways:

• The Permian, contributing 80% of total US oil output, could face a 317 kbbl/d decline with an IDC 
repeal

• Repealing the IDC could jeopardize $30 billion of Permian capex, representing a 6% decline of total 
2025-2034 status quo capex spend

• Reduced drilling in the Permian could result in a $16 billion loss in royalties and a $5 billion loss in 
state production taxes in the next ten years. Of the $16 billion loss in royalties, $12 billion is from 
private lands, $3 billion from federal lands, and $1 billion from state lands
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2024-2034 Marcellus/Utica Gas Production 
bcf/d

2025-2034 Marcellus/Utica Capex 
Billion USD, Real

An IDC deduction repeal is projected to reduce capital investments and production in the gas 
producing Marcellus/Utica basins

Note: USD in real 2024 dollars; *Includes Production Taxes, Ad Valorem, Severance Taxes, and other State Specific Taxes on Revenue. 
Source: Rystad Energy Ucube; Rystad Energy ShaleWellCube; Rystad Energy research and analysis

Key Takeaways:

• Repealing the IDC provision could cut natural gas production by 2 bcf/d in the Marcellus/Utica, 
significantly impacting US gas supply

• Enacting the IDC repeal could reduce the capex spend by $9 billion (7%) between 2024-2034

• Over the next ten years, reduced activity in the Marcellus/Utica basin could result in a $3 billion loss 
in royalties and a $1 billion loss in state production taxes
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Integrated  ublic Independents  rivate Independents

  .  

  .  

  .  

  .  

  .  

  .  

 

  

  

  

  

  

  

* Production Weighted Average Impacts
Source: Rystad energy Ucube; Rystad Energy ShaleWellCube; Rystad Energy Research and analysis

Breakeven impact analysis indicates that independent operators, who can currently expense 100% 
of IDC, will be the hardest hit by the repeal of IDC deduction

Key takeaways

• Independent operators, who account for over 80% of 
Permian production, would be the most impacted by an IDC 
repeal, as they expense 100% of IDCs in the year they occur, 
compared to integrated companies who can expense 70% 
of IDCs in the year they occur

• There is a bigger impact through repealing the IDC as it 
reduces oil and gas investments immediately, directly 
impacting production

• Integrated companies that already capitalize on at least 
30% of intangible well costs would be marginally less 
affected by an IDC repeal compared to independent 
operators

• An IDC repeal would raise median breakeven prices by 
approximately $1.34 for integrated companies and $1.67-
$1.79 for independent operators

IDC Repeal = +$1.59/boe

  .  
  .  

  .  

Impact on Breakevens by Operator Type across Policy Scenarios
Wellhead Breakeven (USD/bbl)

Based on an average Permian Texas well, under Rystad mid case price assumptions

Weighted Impacts*:

 id Case  rice  cenario  ermian

 aseline IDC Repeal
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An IDC repeal would raise breakevens, making some wells uneconomic; in the Permian Midland, 
these policies could render 0.7% of wells uneconomic at a $75 oil price.

*Breakeven distribution sample based on Permian Midland horizontal wells put on production after 2020 **Indicates the proportion of economic wells that become uneconomic under an IDC repeal scenario
Source: Rystad Energy ShaleWellCube; Rystad Energy research and analysis

Status Quo

IDC Repeal

Key Takeaways

• Under a $75 WTI scenario, 0.7% of wells that 
were economically viable under the Status Quo 
become uneconomic due to the IDC repeal 
scenario; under a $50 WTI scenario, 2.5% of 
wells are rendered uneconomic by the policies

• An IDC repeal would lead to a shift of the 
wellhead breakeven curve to the right. This shift 
is particularly pronounced for private operators, 
which tend to have higher breakevens and are 
more affected by an IDC repeal

• A higher percentage of wells become 
uneconomic in a $50 price scenario due to more 
wells being in the ~$50 wellhead breakeven 
range. This could lead to reduced long-term 
drilling and completion activities, especially 
among smaller operators in a low-price 
environment

• Other basins, with less favorable breakevens 
could face even greater challenges, leading to 
reduced profitability and a sharper decline in 
drilling and completion activities due to IDC 
provision being removed

Permian Midland Wellhead Breakeven* Distribution by Scenario

Wellhead Breakeven (USD/bbl)

         

I   Re eal

Percentage o   ells
made uneconomic  

 .  

 .  
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