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LEGISLATIVE BILL 228
Approved by the Governor ®ay 26, 1983

Introduced by Wesely, 26; laadis, 46; Wiitala, i1;
DeCamp, 40: Fowler, 27

AN ACT to amend sections 57-701, 57-702, and 57-903,
Reissue Revised Statutes of MNebraska, 1943,
and sectioans 57-703 and 57-705, Hevised
Statutes Supplement, 1982, relating to gas and
oil; to define teras; to change provisions
relating to o0il and gas severance taxes: to
provide for payment of such taxes as
prescribed: to provide collection procedures;
to provide powers and duties; to provide
penalties; to provide an operative date; to
provide for severability; and to repeal the
original sections, and also sectiomns 57-711
and 57-713, Beissue Revised Statutes of
Hebraska, 1943.

Be it emacted by the penple of the sState of Nebraska,

Section 1. That section 57-701, Reissue
Bevised Statutes of Nebraska, 1943, be amended ta read
as follows:

57-701. As used in sections 57-764 to 57-F15
Chapter 57, atrticle 7. and sections 6 to 9 of this act,
unless the context otherwise requires:

1) _ Base _p;gductlgn level shall mean a
propercty's groduct;gn for the preceding twelve _’gn;hg
divided by the number of producing well production days.
Ephanced ;gggxg;x_;a]ectxgg wells may be coupted as
producing wells to determine the base production level
for a property:

<1y (2) 0il shall mean any petroleum product
or other oil taken from the earth;

2> (3) Severed shall mcan the *aking from the
land by any means whatsoever of the natural resources
enumerated in seetions 57-79%4 ¢o SF-F15 Chapter 57,
article 7, and sections 6 to 9 of this act; and

43r (4) Person shall mean any person, firam,
concern, receiver, trustce, executor, admimistrator,
agent, institution, association, partnership, company,
corporation, or any person acting under a declaration of
trust or as an operator upder a__lease agreesent or
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unitization aqreement:s

(5)_Property shall meam the right to produce
crude oil or patural gas which arises from a lease, fee,
or mineral interest. A EI..E..LtL_J._S_'n r_may treat as a
sepacate pioperty each separate and distingt | Em.g
Leservoir subi thg_ﬁg;e riqht to produce crude ojl
g natural gas if such reservoir is recoqnized by _the
Nebraska 0il apd Gas Conservation Commission as_a
pcoducing formation that is separate and distinct froa
and not in commpnication with amy other produciag
formationmn;

{6) pProducer shall mean the owper of a well or
wells capable of producing__oil or 93§__2Lh.s___.__s.!° h Y
pecson _who owns_ _and operates a lease. oL Bi
DMMQJMQ.___Mi[fE%MﬂL

!ghﬁ_gr wells;

{7)_stripper oil shall mean oil produced froms
a_property uhere the base production level is ten or
fewer barrels per day: and g

{B) Nonstripper oil shall acap oil _produced
fros a property where the base production level is more
than_ten barrels per day.

Sec. 2. That section 57-702, Reissue Revised
Statutes of Nebraska, 1943, be amended to read as
follows:

57-702. (1) Commencing on January 1, 1956,
and for each subseguent year, taxes are hereby levied on
oil and natural gas severed from the soil of this state,
except such oil or gas as is used only in severing
operations or for repressuring or recycliag purposes.
Such taxes shall; (a) Be {1y be paid by (i) the first

gas _is sold in the

purchaser, if such oil or_na al
state, or _(ii) the Ew_ﬂs_s;“g_ﬂggs_y:

ﬂ&h Q‘L or na;u gl gas is QL o

person engaged in the severing of such oii or natural
gas; H2) (b) become due and payable moanthly, as ptov1ded

by sections 57-784 te 5¥-F15 Chapter 57, article 7, and
sections 6 to 9 of this act. ard {3} operate as a firse

tien on all such resources; whichk lien shaii foliow the
resources into the hands of <third persons; vhether in
good or bad faith or whether the same are found ia a
manufactured or annanufactared states

{2)  The _ state shall have a_ __prior and
preferred lien, -m_JaL_mJMoumL;n
subsection (1) _of _this secti LE__QSLLESESAS._SE
provided ip section 57-704, for _hQ_EL!!_QLL
penalties. and interest imposed pursuant to Cha er 5
acticle 7. and sections 6 to 9 of this act. on:

fa) The oil to which the tax aEEL;gi_thaLLE
possessed by the producer, first purchaser. _ or
subsequent purchaser:

{b) The leg§§hgld interest, o0il rights, the
value of oil rights, an other interests, including oil
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produced and oil runs owned by a person liable for the

tax;

dc) _ _Eduipment, tools,  tanks, and___other
isplements used on the leasehold from which _the oil is
broduced: and

4d) Auy other property not exempt from forced
sale owped by the person liable for the tax.

As_soon as possible after such lien arises,
the Tax Copmissioner shall cause such lien to be filed
in the office of the county clezk in the appropriate

county.

Sec. 3. That section 57-703, Revised Statutes
Supplement, 1982, be amended to read as follows:

57-703. The taxes Taxes; as levied by ¢he
provisions of section 57-702; shall be levied upon the
value of the resources severed, and shall be paid at the
rate of three per cent of the value of nonstripper such
oil and natural gas, except that oil produced froa
properties producipg stripper oil any wetis wvhich
produce ten barreis per day or iess of crude oii for the
average of ali produeiny days during the tezabie year
shall be subject to a two per cent severance tax. The
value of oil and natural gas shall be computed
immediately after such severance at the place where the
same were severed.

Sec. 4. That section 57-70%, Revised Statutes
Supplement, 1982, be amended to read as follows:

57-705. All taxesy; levied by the provisions
of seectioms 57-F8+ ¢o Chapter 57. article 7, and
sections 6 to 9 of this act 57-7457 shall be paid to the
Tax Commissioner. He or she shall pay to the State
Treasurer all money so received. All such sumss of moaey
received; under the provisions of sections 57-761 te
57-7#45 by the State Treasurer, shall be placed by hims or
her in a fund to be known as the Severance Tax Fund. An
appropriete amount egqual to ose per cent of the qross
seyerance tax receipts, excluding those ceceipts froa
tax derived from oil and natural Jas severed froa school
lands. as determined by the Pax €ommrssiorer; so placed
in such fund shall be credited by the State Treasurer,
upon the first day of each month, and shall inure to the
Severance Tax Administration Fund, to be used for the
expenses of administering +¢he provisions of seckions
53-781 to 53-F45 Chapter S7, article 7. and sections 6
to 3 of this act. The balance of the Severance Tax Fund
received from school lands shall be credited by the
State Treasurer, upon the first day of each month, and
shall inure to the Permanent School Fund as established
in Article VIl, section 7, of the Constitution of
Nebraska. Of the balance®of the Severance Tax Furd
received from other than school lapnds prior to July 1,
1986, (1) five hundred thousand dollars annually shall
be allocated to the Nebraska Energy Resource Fuand, which
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is hereby created, and (2) the resainder shall be
allocated to the School Weatherization Pund, which is
hereby created. FPor fiscal years 1982-83, 1983-84,
1984-85, and 1985-86, the Legislature shall appropriate
each year from the Nebraska Energy Resource Fund oage
hundred thousand dollars to the State Energy Office for
the purpose of carrying out sections 66-1029 to 66-1055
and for energy conservation purposes and providing
technical assistance in developing alternate sources of
energy and ooe hundred thousand dollars to the State
Energy Office for grants to assist in developing
geothermal energy sources. For fiscal years 1982-83,
1983-84, 1984-85, and 1985-86, the Legislature shall
appropriate one hundred thousand dollars from the
Nebraska Energy Resource Fund to the Nebraska Gasohol
Committee anrd two hundred thousand dollars to the
Department of Revenue to assist im the administration of
sections 66-1029 to 66-1055. Coamencing July 1, 1986,
the balance of the Severance Tax Fund received froas
other tham school lands shall be credited and inure to
the School Foundation and Equalization Fund. The amount
allocated to the School Foundation and Equalization Fund
under this section shall be in addition to any other
amounts appropriated to such fund and shall be
specifically allocated for distribution pursuant to (a)
section 79-1334, in an amount not to ewxceed sixty per
cent of such additional funds, amnd (b) section 79-1339.
Any balance in the School Weatherization Fuand on July 1,
1986, shall be transferred to the School Foundation and
Bqualization Fund.

Sec. 5. That section 57-903, Reissue Revised
Statutes of Nebraska, 1943, be amended to read as
follows:

57-903. As used in sections 57-901 to 57-921,
unless the context otherwise requires:

(1) (a) VWaste, as applied to oil, shall include
underground waste, inefficient, excessive, or isproper
use or dissipation of reservoir emergy, including gas
energy and water drive, surface waste, open pit storage,
and waste incident to the production of oil in excess of
the producer's aboveground storage facilities and lease
and coatractual requirements, but excluding storage,
other than open pit storage, reasonably necessary for
building up or maintaining crude stocks and products
thereof for consumption, use, and sale; (b) waste, as
applied to gas shall includes {i) the escape, blowing,
or releasing, directly or indirectly, into the open air
of gas from wells productive of gas only, or gas from
wells producing o0il or both oil and gass and (ii) the
production of gas in quantities or in such manner as
vill unreasonably reduce reservoir pressure or
unreasonably diminish the gquantity of o0il or gas that
might ultimately be produced; but excluding gas that is
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reasonably necessary in the drilling, completing,
testing, and producing of wells and gas wunavoidably
produced with oil if it is not economically feasible for
the producer to save or use such gas; and {c) waste
shall also mean the abuse of the correlative rights of
any owner in a pool due to nonunifora, disproportionate,
unratable or excessive withdrawals of oil or gqas
therefrom causing reasonably avoidable drainage between
tracts of land or resulting in ome or more owners in
such pool producing more than his or her Jjust and
equitable share of the 0il or gas from such pool;

(2) Commission shall mean the Nebraska 0il
and Gas Coanservation Commission;

(3) Person shall mean amd #neciude any natural
person, corporation, association, partnership, receiver,
trustee, executor, administrator, guardianm, fiduciary,
or other representative of any kind, and inciude any
department, agency, or instrumentality of the state or
of any governmental subdivision thereof;

{4) 0il shall mean and tnctuade crude
petroleum o0il and other hydrocarbons regardless of
gravity which are produced at the well-head in liquid
form and the liquid hydrocarbomns known as distillate or
condensate recovered or extracted froam gas, other than
gas produced in association with oil and commonly known
as casing-head gas;

(5) 6Gas shall mean and inciede all patural
gas and all other fluid hydrocarboas not hereinabove
defined as oil;

{6) Pool shall mean an underground reservoir
containing a coemon accumulation of o0il or gas or both:
each zone of the structure which is completely separated
from any other zone in the same structure is a pool, as
that term is used in sectious 57-901 to 57-921;

(7) Field shall mean . the general area
underlaid by one or more poals;

(8) Owner shall mean the person who has the
right to drill into and produce from a pool and to
appropriate the oil or gas he Qor she produces therefroam
either for himself or herself or for himself or herself
and others;

(9) Producer Producers shall mean the owner of
a well or wells capable of prodacing oil or gas or both
or apy person who owns and operates a lease., or_a upit
of producing leagses in _which other PELSOoRS _Oown
interests, with respect to such well or wells;

{10) Correlative rights shall mean the
opportunity afforded to the owner of each property in a
pool to produce, so far as it is reasomably practicable
to do so without waste, his or _her just and equitable
share of the oil or gas, or hoth, in the pool; and

{11) The word and shall include the word or,
and the word or shall include the word and.
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Sec. 6. The producer or a_person desigaated
by _the wproducer bha.LL.L for each o0il _or patural gas

producing _property, _file a certificate with the crude
oil or _natural gas purchaser a the _Tax Comai oner
which identifies the name _and logation _of the i_or
natural gas producing propecty, _the property class, and
the date upon which ggg_p*ggerty gualexgﬁ _for the class
so certified. Such g_;:.on shall notify the crude oil or

natural gas__pucchaser and the Tax Commissiomer _of aay
changes in_the property's classification.

Sec. 1. {1} __The Tax_ _Commissioper shall
establish procedures to insure _that all severance taxes
which are due are paid in__full apd in a tisely manner
and shall undertake to insure that all oil and matural
gas _producing property classifications are currenmt and

correct.

(2) If the Tax Coamissioner is oot satisfied
uith the rg:urn__m._rg_u__s_OL:hg_tum__xk. amount of
tax rgg_q_red to__be paid to the state by _any per «_he

or she may compute and_ determine the amouut required to
be paid _upon the basis of the facts comtained _im the
C LD or returns or _upon_the basis of_g_z 1nfquat;g_g
within his or her possession or which may come into his

_her possession. One oL aore deficiency
&gtuuﬁog__g_f___thg _amount due for one or more than
one period may be made. To the amount of the deficiency
determination for each period shall be added a_penalty

ual __to ten per cent thereof. ~_ In making__ a
determinatiom, __the  Tax __Coamissioner _may offset
aoverpaysents for _apy period. todether with interest om
the Q_SILHQB.S.L.__QM.Et underpayments for any period.
against __pepalties, and __against __interest om  the
underpayments. __The  interest _oa__ underpaymeats and
overpayments shall be computed in the manmer set forth
in this sectiom.

(3)_If any_person fal_,i__m_nn_i_xeum.._t_q

Tax _Commissioaer shal aa an_g t of
severance tax_ MMI de for the
ES.E..Qi..Q_.per__st ln_sgages_mm_;&mw
to make a return and shall be_msi_uan_qu_m_:u_u_
which is in the Tax Commisgioner's POSseSsion OL _Bay
asis _of this

ggls_umqhiiuqm _pgssession. _Upon the b

estimate, the Tax Commissioner Mmm
determine the amount requiced to be paid to the .
adding to the sum thus arrived at a_ nm_u;w

per _cent _thereof. One or more determinations may be
nade _for_ one or more thau ome period.

{4) Tg g;gnn of tge deter_' ation of aamy
deficieacy. exclusive of penalties bear interest
at the rate specified in_section_ l'5-1._301- ag such rate
may fros _time to time be adjusted by the leagislatare,
fros the last day of the month following the period for
which the _amount §houla have beem _returned until the
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date of payment.

43) If _any part of a deficieucy for _which a
deficiencv-g_gternina;lgghiuggg_j_.s the result of fraud
QL__an _intent to _evade Chapter 57, _article 7, _and
sections 6 _to 9 of this act or authorized rules _aad
tequlations, a__penalty of twenty-five per cent of the
amount of the determination shall be_added thetetg,

{6) _ Proaptly after  making _ his_ or _her
detecmination. the Tax Commissioner _shall give _to the
Person writtea notice of his or her determinatiom,

Sec. 8. (1) __The Tax_ _Commissioner _shall
snforce Chapter 57, atticle 7, and sections 6 to 9 of
this_act apnd may prescribe, adopt, and enforce rules amnd

tequlations __crelating __to  _the _ administration __and

enforcemgnt of such sections. _The Tax Commissioner may
Rgescribe the extent to which any ruling__or requlation
shall be applied without retroactive effect.

{2) __The _ Tax _ Commissioner _ _may __eaploy
accountants, auditors, investigators, assistants, and

clerks necessary for the efficient administration of
Chapter 57, article 7. and sections 6 to 9 of this act,
and may delegate authority to his or her LepLesentatives
to conduct heatinds. prescribe requlations, or perfora
any other duties imposed by such sections.

43) __Every person subject _ to Chapter 57.
article 7, and sections 6 to 9 of this act shall keep
such cecords, _receipts, invoices, _and other pertinent
papers_in_such form as the Tax Commissiofer Bay require.
Every such person shall keep such records for not less
than_three years from the making of such records umless
the Tax Commissioner ian__writing sooner authorized their
destruction.

d{4)__The  Tax_Commissioner _or _ asy__pecrson
eggbgsizgd_.in_unisiuq_-hx,hé;__gz_hex_,lnx_ssaziﬂg__shg
books, _papers. records. and _equipment of any__person
liable for the severance tax and may_idnvestigate the
character of the business of the person in order _to
yerify the accuracy of any return made, o, if ng return
is made by the persoa. _to ascertain and determine the
amount required to be paid.

{5) The taxpayer shall have the right to keep
oL store _his Qr_ her records__at_a _poidt outside _this
state and shall make his ot her records available to_the
Iax Commissioner at all times.

Sec. 9. (1) Apy person who willfully aids
assists__in. _or _procures, counsels, or _advises, _the
preparation _or presentation of a__false ot framdulent
return, _affidavit, _claim, _or_ _document under or _i
connection with any_ _matter arisind _under Chapter 57.
acticle 7, and_ _sections_ 6 to 9 of this act _shall,

2

whether or mot such falsity or fraud is_with _the
knowledge or consent of __the person authorized or
Lequired to present such return, affidavit. claia, or

2.t 635



LB 228 LB 228

document. be guilty of a Class IV felony.

{2) Any person who violates oL aids or abets
in_the violatiou of Chapter 57, article 7, and sections
6 to 9 of this act. _except as othervise provided, shall
be guilty of a Class IV misdemeanor. 1In the _
contiguing_viglation, every day of violation shall be
considered a_separate offemse.

{3) _Any corporate officer or eaplaoyee with the
duty _to pay _taxes imposed upon _a corporatiom or__to
perfora _some other _act required of a corporation shall

be personally__liable for the payment of such _taxes or

pepalties in the event of willful failure on his or her
part _to perform such act.
Sec. 10. This act shall become operative on

September 1, 1983.

Se gk ‘el If any sectiom in this act or any
part of any section shall be declared iavalid or
uncoastitutional, such declaration shall aot affect the
validity or constitutionality of the remaining portionmns
thereof.

Sec. 12. That origimal sections 57-701,
57-702, and 57-903, Reissue Revised Statutes of
Nebraska, 1943, and sections 57-703 and 57-705, Revised
Statutes Supplement, 1982, and also sections 57-711 and
57-713, Beissue Revised Statutes of Nebraska, 1943, are
repealed.



