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Pennsylvania Governor Tom Wolf released his anticipated proposal, the Pennsylvania
Education Reinvestment Act, for a severance tax on natural gas production. The
governor'’'s proposal includes a five percent (5%) severance tax and a fee of 4.7
cents per thousand cubic feet on natural gas production. The impact fee that is
currently imposed on drillers would expire as part of Wolf’'s proposal, but local
government entities would receive funding they’ve come to expect from the new
severance tax.

The governor anticipates that the severance tax would raise $1 billion per year.
The new funds are aimed at increasing funding for Pennsylvania’s education system.
It is also expected that a smaller percentage of the funds from the severance tax
would be dedicated to the state agency in charge of regulating the industry, the
Department of Environmental Protection. The allocation of new tax dollars hasn’t
been finalized, although it is expected a portion of the revenue will go to
alternative energy initiatives and local government, as it does under the current
impact fee.

Governor Wolf compared his proposal most closely to the severance tax structure that
exists in neighboring West Virginia. However, the Pennsylvania Independent 0il and
Gas Association (PIOGA) highlighted the decreased rig count in West Virginia, which
it indicates is a result of the severance tax. Furthermore, there is concern within
the industry that a severance tax combined with the current low o0il and gas prices
will increase the risk that capital and jobs will flee Pennsylvania.

The governor'’s proposal requires approval from the state legislature, where a lively
debate is expected.

You’ve heard our thoughts... We'd like to hear yours

The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are
important to organizations and individuals. While we enjoy sharing our ideas and insights, we're
especially interested in what you may have to say. If you have a question or a comment about
this article — or any article from the Our Thoughts On blog — we hope you’ll share it with us.
After all, a dialogue is an exchange of ideas, and we’'d like to hear from you. Email us at
contactSD@schneiderdowns. com.

Material discussed is meant for informational purposes only, and it is not to be construed as
investment, tax, or legal advice. Please note that individual situations can vary. Therefore,
this information should be relied upon when coordinated with individual professional advice.
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