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Sen. Daniels and Paxton  

Ad Valorem  

Oil & Gas Property 
EFFECTIVE DATE: January 1, 2027 Emergency ☐ 

ESTIMATED REVENUE IMPACT: 
FY28: Unknown decrease in tax revenue to local tax jurisdictions. 

ANALYSIS: SB 227 amends 68 O.S. §1001.1 to expand the description of property exempt 
from ad valorem tax in lieu of gross production tax, when used in the production of oil 
and gas subject to gross production tax.1 The proposal specifies that exempt property 
includes lease production tanks, lease production meters, flowlines and gathering lines 
extending from the wellhead to the first sales meter or the boundary of the production 
unit, and disposal systems and related equipment used in connection with producing 
leases. SB 227 also clarifies that such property remains exempt so long as it is essential 
to the production of oil and gas in commercial quantities. 

If any of the listed property is currently subject to ad valorem taxation, the proposal 
could reduce the taxable value of that property. The extent of any impact is under 
review.2 

Any revenue impacts resulting from the proposal would directly affect local taxing 
jurisdictions and may indirectly affect state funding through the school funding 
formula. 

1 The introduced version of SB 227 proposed multiple changes to gross production tax and income tax. Those provisions 
have been removed in the proposed committee substitute. 
2 Based on similar legislation proposed in 2024, a third-party appraiser who assists 49 counties in valuing oil and gas 
property statewide estimated a revenue loss of $8.6 million. This estimate excludes saltwater disposal wells. An 
updated estimate has been requested. 
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