WOM NG O L AND GAS STATE TAXES

Sever ance Taxes' 6% on normal production (tax on oil was 4% effective
1/1/99-11/ 30/ 1999)

4% on oil stripper wells (10 bpd or less if
average price is over $20/bbl, 15 bpd if average
price is under $20/bbl) (tax was 3% effective
1/1/99-11/ 30/ 1999)

Ad Val orem Taxes? (Statewi de Mneral Tax District Average = 6.6 (6.6065)

Count y 2002 Tax County 2002 Tax

Al bany 6.6 (6.5940) Nat r ona 6.7 (6.7276)
Bi g Horn 7.6 (7.6036) Ni obr ar a 6.9 (6.8500)
Canpbel | 5.9 (5.9422) Par k 7.3 (7.3437)
Car bon 6.2 (6.2374) Platte 6.6 (6.6182)
Conver se 5.8 (5.8165) Sheri dan 6.5 (6.4605)
Cr ook 6.1 (6.0565) Subl ette 6.0 (5.9571)
Fr enont 7.3 (7.3416) Sweet wat er 6.6 (6.6458)
Goshen 6.8 (6.7965) Tet on 5.9 (5.9142)
Hot Springs 6.9 (6.9425) U nta 6.3 (6.3298)
Johnson 6.6 (6.6484) Washaki e 7.1 (7.0762)
Laram e 6.7 (6.6855) West on 7.0 (7.0083)
Li ncol n 6.4 (6.3542)

These are 2003 ad val oremtaxes (latest avail able) which are applied agai nst
2002 production. The figures are reassessed every July and avail abl e usually
by Novenber 1 of every year. Changes usually vary only a few hundredths of a
percent fromyear to year

MIl levy is assessed agai nst the narket value of the oil or gas mnus the
basic royalty. 1In case of oil, if it must be trucked to a market point, then
this transportation charge is also subtracted. |If the pipeline is used for
transporting, then the mll levy is assessed against the well head val ue.

Woning Ol and Gas Tax Variances (see footnotes for detail ed description)

A Tertiary Ol Production - 4% severance tax for Ist 5 years.®
(This rate was 3% from1/1/99 to 11/30/1999)".

B. Renewed Production - 1.5% severance tax for |st 60 nmonths of
production.’

C. Workover/ Reconpl eti on Production - 2% Severance Tax for |st 24
mont hs of production after workover/reconpletion.’®

D. New Wells Drilled (7/1/93-3/31/03)- 2% severance tax for 1st 24
mont hs of production up to 60 bbls/day or 6 MCF/bbl gas equival ent.’

Woning G 1 and Gas Conservation Tax 0.080% (effective 3/1/02)’

Tri bal Severance Tax 8.5% on non-stripper oil production and gas production
(effective 4/1/89)
4% on oil stripper wells (10 bpd or less).®
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' Rick Meese, State of Woning, Revenue and Taxation Division, Mneral Tax
Section, Herschler Building, 122 Wst 25th Street, Cheyenne, Wom ng, 82002-
0110, 307-777-7867, Fax, 307-777-7849. The historical 6% severance tax on
normal production is inmposed by four subsections (i, ii, iii, and iv) of
Woning Statute (WS.), 39-14-204(a), each subsection inposing a (excise) tax.
On March 3, 1999, House Bill 274 was signed into law. This |legislation

nodi fies WS. 39-14-204(a)(iii) and (iv) to reduce the severance tax in each
subsection on crude oil by one (1) percent effective January 1, 1999. The
reduced rate continued until Novermber 30, 1999, when the average nonthly price
equal ed or exceeded $20.00 per barrel for three (3) consecutive nmonths. In
summary, the severance tax for crude oil was reduced from6%to 4% for nornal
production, and stripper and tertiary oil production was reduced from4%to
3% effective January 1, 1999, through Novenber 30, 1999.

? Rick Meese, State of Woning, Revenue and Taxation Division, Mneral Tax
Section, Herschler Building, 122 Wst 25th Street, Cheyenne, Wom ng, 82002-
0110, 307-777-7867, Fax, 307-777-7849. Also can be found at the Womni ng
Depart nent of Revenue web site under M neral Division

° Tertiary production resulting fromprojects certified by the Womng G| and
Gas Conservation Conmission after July 1, 1985, and before March 31, 2001, is
exenpt from two percent (2% of the severance tax inposed by WS. 39-14-
204(a)(iii) for a period of five (5) years from date of first tertiary
production. This tertiary oil tax is applied to increnental production froma
basel i ne cal cul ati on. This tertiary incentive has been reinacted effective
January 1, 2003 to March 30, 2008 (no tertiary incentive in nonths where the
price exceeds $27.50/bbl).

* Ol produced from previously shut-in wells is exenpt fromall but 1.5% of
severance tax for the first 60 nonths of renewed production or until the average
price received exceeds twenty-five dollars ($25.00) per barrel for six nonths,
whi chever occurs first. The oil well must have been shut in from at | east
January 1, 1993, to Decenber 31, 1994.

° Increnental oil or gas production resulting froma workover or reconpletion of
an oil or gas well between July 1, 1993, and March 31, 2001, shall be exenpt from
the taxes inposed by WS. 39-14-204(a)(iii) and (iv) for a period of twenty-four
(24) nonths inmediately follow ng the workover or reconpletion

® O and gas produced fromwells drilled between July 1, 1993, and March 31

2003, except collection wells, is exenpt fromthe excise taxes inposed by WS.
39-14-204(a)(iii) and (iv) for the first twenty-four (24) nonths of production on
oil production up to sixty (60) barrels per day or its equivalency in gas
production, which for purposes of this subsection shall be six (6) M gas
production for one (1) barrel oil production, or until the price received by the
producer for the new production is equal to or exceeds twenty-five dollars
($25.00) per barrel of oil or two dollars and seventy-five ($2.75) per MCF of
natural gas for the preceding six (6) nonth period of tine.

‘Linda Emmons, Woning Q1 and Gas Conservation Commission, P. O Box 2640
Casper, Wom ng, 82602, 307-234-7147.

*Terry Fisher, Wnd River Severance Tax Conmission, P. O Box 830, Fort \Washakie
Wom ng, 82514, 307-332-7835.

Rob Col eman
(1/ 26/ 04)
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