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Natural Gas Severance Tax  
PENNSYLVANIA’S ECONOMY IS NOT COMPETITIVE.  

 

Top Natural 

Gas Produc-

ing States 

2013 

States Severance Tax 

on Natural Gas 
Exemptions and Incen-

tives for Unconventional 

Wells 

Top Cor-

porate 

Net In-

come Tax 

Rate 

State and Local Tax 

Burden (as a per-

centage of State in-

come/national rank) 

1 Texas 7.5% of mar-

ket value 
Rate reduction appr. 2% for 

up to 10 years 
none 7.5% / 47 

2 Pennsylvania 2.1 *   9.99% 10.3% / 10 
3 Louisiana $0.03-0.13 per 

MCF 
Severance tax suspension 

on horizontally drilled well 

for 2 years or until payback 

8% 7.6% / 46 

4 Oklahoma 7% plus 

0.095% excise 

tax 

Exempt from severance tax 

for 4 years or until gas pro-

duction pays for the cost of 

the well 

6% 8.5% / 39 

5 Wyoming 6% of taxable 

value 
Gas transportation costs 

subtracted from the taxable 

value 

none 6.9% / 50 

6 Colorado 2% - 5% based 

on gross in-

come 

Allows producers to deduct 

87.5% of their property tax-

es paid to gov. from sever-

ance tax to state 

4.63% 9% / 32 

7 New Mexico 3.75%   7.3% 8.6% / 37 
8 Arkansas 5% 1.5% on new discovery wells 

for 24 months and on high 

cost wells for 36 months 

(can get extension) 

6.5% 10.3% / 12 

9 West Virginia 5% + $0.047 

per MCF 
  6.5% 9.7% / 19 

10 Utah 3% - 5% 6 months exemption for 

development wells 
5% 9.4% / 28 

11 Alaska 25% - 50% net 

value 
Reduction for all drilling in 

Cook Inlet basin and when 

gas in used in state; Limited 

tax credits for exploration 

9.4% 7% / 49 

12 Kansas 8% on gross 

value severed 

from earth 

3.67% tax credit for ad val-

orem taxes paid, effectively 

reducing the severance tax 

to 4.33% 

7% 9.4% / 26 

13 California <0.01 per MCF   8.84% 11.4% / 4 

*Pennsylvania levies an impact fee (akin to a tax) based chiefly on the number of natural gas horizontal wells.  

Sources: Energy Information Administration, Independent Fiscal Office, Tax Foundation 

http://www.taxadmin.org/fta/severance/papers/pa_gastaxstudy_0314.pdf
http://www.eia.gov/dnav/ng/ng_prod_sum_a_EPG0_VGM_mmcf_a.htm
http://www.ifo.state.pa.us/download.cfm?file=/Resources/PDF/RB-2015-02.pdf
http://taxfoundation.org/tax-topics/state-taxes


 

DRILLERS PAY THEIR FAIR SHARE

■ 

 

 

 

 

 

 

 

EDUCATION FUNDING AND SCHOOL DISTRICT SPENDING ARE AT AN ALL-TIME HIGH 

■ 

■ 

 

JOBS ARE AT RISK

■ 

 

 

 

 

RATHER THAN ASK PENNSYLVANIANS TO PAY MORE IN TAXES, WE NEED TO CONTROL GOVERNMENT SPENDING. 

■ 

■ 

 

http://www.commonwealthfoundation.org/docLib/20150323_PITPaymentsOilGasCompanies.pdf
http://www.commonwealthfoundation.org/docLib/20150323_TaxPaymentsOilGasCompanies.pdf
https://www.act13-reporting.puc.pa.gov/Modules/PublicReporting/Overview.aspx
http://www.api.org/~/media/Files/Policy/Hydraulic_Fracturing/Oil-Gas-Generates-Big-Savings-For-Schools-States.pdf
https://commonwealthfoundationorg.sharepoint.com/Policy%20%20Publications/Policy%20Points/o%09http:/www.dcnr.state.pa.us/cs/groups/public/documents/document/dcnr_20029147.pdf
http://www.portal.state.pa.us/portal/server.pt/document/1281124/marcellus_shale_fast_facts_printing_pdf_%282%29?qid=72888198&rank=1
http://nces.ed.gov/programs/digest/d13/tables/dt13_236.75.asp
http://triblive.com/neighborhoods/yourallekiskivalley/yourallekiskivalleymore/7803752-74/tax-township-harmar#axzz3SF39iU1R
http://www.meadvilletribune.com/news/universal-well-closes-one-local-facility-job-losses-unknown/article_89a9472c-b00e-11e4-be3c-1f50b7a7a5da.html
http://triblive.com/business/headlines/7619303-74/company-chevron-unit#axzz3S2FneVsw
http://www.philly.com/philly/business/20150204_Delco_to_search_for_more_energy-related_business.html
http://www.commonwealthfoundation.org

