GOVERNOR’S FY 2009-2010 BUDGET
Marcellus Shale Proposal
STATE FOREST ACREAGE LEASES
In September 2008, the Department of Conservation and Natural Resource (DCNR) announced lease awards for the exploration and extraction of natural gas from state forest lands located within the Marcellus Shale formation. Eighteen leases were awarded totaling 74,023 acres as follows:

· Tiadaghton State Forest: 9 tracts totaling 33,268 acres.

· Tioga State Forest: 4 tracts totaling 20,285 acres.

· Loyalsock State Forest: 5 tracts totaling 20,470 acres.
The Department manages nearly 2.4 million acres of state park and forest lands.  
Lease revenues of nearly $190 million are anticipated in FY 2008-09 with $158 million deposited in the Oil and Gas Lease Fund to-date.  The fund, which was created in 1955, is used to finance conservation, recreation, dams or flood control projects or to match any federal grants made for those purposes.  Revenues are derived from rents and royalties from oil and gas leases of Commonwealth owned land with the exception of rents and royalties from land owned by either the Pennsylvania Game or Fish and Boat Commissions.  Those revenues are paid into the Game and Fish funds.  
USE OF LEASE REVENUES
The Governor proposes to transfer $174 million of the Marcellus Shale lease revenues to the General Fund for FY 2008-09 to offset a portion of the projected $2.3 billion revenue shortfall.  The remainder of the lease revenue will be utilized by the Department of Conservation and Natural Resources for eligible programs and projects.  
FY 2009-2010 NEW SEVERANCE TAX PROPOSED
The Governor has proposed a new tax on all natural gas severed in the Commonwealth, effective October 1, 2009.  The tax would be based on the value of the natural gas when severed.  The proposed tax rate would include two components as follows:

· five percent of the value of the natural gas at the well head; and
· 4.7 cents per thousand cubic feet of gas severed.

Unrestricted General Fund revenues accruing from the proposed tax are estimated at $107.2 million and $236 million for Fiscal Years 2009-10 and 2010-11 respectively.   Legislation is required to authorize the transfer of these funds from the Oil and Gas Lease Fund to the General fund.

Jake Corman, Chairman

Senate Appropriations Committee

