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A Severance Tax in Pennsylvania?

Governor Rendell’s Proposal

 a 5% tax on the market value of natural gas

 a 4.7¢ tax per mcf on the volume of natural 
gas extracted 

No other mineral is taxed
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Impact of a Severance Tax

Pennsylvania’s conventional shallow gas producers
will be crippled by the severance tax

20-Year Conventional Natural Gas Well Production

Income & Expenses

Production (MCF) 100,137

Gross Income (12-year Average $4.63-MCF) $463,634
Royalty Payments @ 12.5% 57,954

Gross Income to Operator $405,680

Well Drilling & Completion Cost 225,000
Operating Expenses 108,000

Net Income $72,680

Severance Tax Rate (12-year Average) 6.26%
Tax on Operator $25,403

Effective Severance Tax Rate on Net Income 34.95%
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Impact of a Severance Tax

Landowners’ Effective Tax Rate
on Royalty Income

Personal Income Tax: 3.07%

Severance Tax: 6.26%

Effective Tax Rate: 9.33%
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Severance Tax Revenue Projections

The Governor’s Seven Year Summary of Revenues
projects the following Severance Tax revenues

available for appropriation :

Fiscal Year Severance Tax Revenues

2009-2010 Budget $ 107,200,000

2010-2011 Estimated $ 236,000,000

2011-2012 Estimated $ 353,500,000

2012-2013 Estimated $ 490,700,000

2013-2014 Estimated $ 631,900,000

Total Revenues $ 1,819,300,000
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Severance Tax Revenue Projections
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Severance Tax Revenue Projections

Projected Pennsylvania Natural Gas

Production & Revenues
needed to meet Budget Projections through 2013

Year MMCF $-MCF Value Tax Revenue
6.26% Tax Rate

2008 198,789 $8.00 $1,590,309,091

2009 375,569 $4.56 $1,712,460,064 $ 107,200,000

2010 636,469 $5.92 $3,769,968,051 $ 236,000,000

2011 955,493 $5.91 $5,646,964,856 $ 353,500,000

2012 1,291,377 $6.07 $7,838,658,147 $ 490,700,000

2013 1,660,238 $6.08 $10,094,249,201 $ 631,900,000
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Severance Tax Revenue Projections

80
130

175 150

131 158 160

197

169 176 182 199

376

636

955

1,291

1,660

0

250

500

750

1,000

1,250

1,500

1,750

1997 2000 2003 2006 2009 2012

B
ill

io
n

s 
o

f 
C

u
b

ic
 F

e
et

Year

Projected Pennsylvania Natural Gas Production
needed to meet Severance Tax Projections through 2013 

735% increase
in natural gas production over the next 5 years

Only 269 Marcellus Shale Wells 
drilled in Pennsylvania through 2008
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Severance Tax Revenue Projections
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Projected Pennsylvania Natural Gas Production
needed to meet Severance Tax Projections through 2013 

At least

6,800 Marcellus Shale Wells
over the next five years

More than 750 Shale Wells
in 2009
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A Better Way

LEASING STATE FOREST LANDS
FOR MARCELLUS SHALE DEVELOPMENT

A New Partnership with the Oil & Gas Industry:
 to help address the looming Budget shortfall

 to generate a significant revenue infusion to fund the State Budget for 
many decades

 to channel revenues to local governments in gas producing counties

 to stimulate the growth of the fledgling Marcellus Shale industry

 to preserve and promote the State’s native shallow gas industry



www.PaMarcellus.com

A Better Way  - Leasing State Lands
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Potential Annual Royalty & Bonus Income
from Marcellus Shale Development on State Forest Lands

Royalties @ 16% Bonus @ $2,000 per acre

$931 Million for 2021

$1.5 Billion
over 5 Years

Minimum $2,000 Bid & 16% Royalty
Lease 500,000 acres over 5 years & 6,250 wells drilled  over 12 years




