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The New Mexico State Land Office

OUR FUTURE:
25% ROYALTY RATE
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WHAT:  In the 2025 legislative session the State Land Office will seek 
to increase its maximum-allowable royalty rate on NEW oil and gas 
leases from 20% to 25%.  

• Existing leases will not be affected.  Only new ones.  

• Bidding on leases is completely voluntary.  Never obligatory.

• Not all new leases will be at 25%--only the best tracts.  

WHEN:   This legislation passed the House this year but it died in the 
Senate.  This was our 3rd attempt in six years to pass this legislation.  
New Mexico’s maximum royalty rate has not changed since the 
1970s. 
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HOW:  

This is a very simple bill.  It replaces just TWO words in THREE places 
in state law. 

It replaces the words “one fifth” with “one quarter”.  

This allows the Land Office to auction its best tracts at 25% royalty 
rate instead of the antiquated 20% royalty rate. 
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WHY:  

• A 25% royalty rate means an additional $1 billion in revenue to 
our school kids and other beneficiaries in the coming decades, 
per last year’s FIR.  

• Estimates of additional revenue:
• Land Office:  $50M - $84M/year in increased royalty earnings.
• LFC: $40M - $75M/year in increased royalty earnings. 
• SIC:  $1.5 - $2 billion more to the Permanent Fund by 2050.
• SIC: $750M - $1.3 billion more in annual distributions by 2050.
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WHY:
• Oil and gas companies are getting a sweetheart deal from New 

Mexico’s legislature:  just across the state line, Texas has a 25% 
royalty rate on its state lands.  Oil and gas are sold at a market 
rate.  Our leases should be sold at a rate closer to that of the 
market. 

• Even if the rate is the same, NM is still less expensive because the 
legislature’s lease:

• Allows massive deductions for gas processing & 
transportation.  $2.6 BILLION worth over 8 years.  Cost us 
$400+ million in lost revenue -- $50 million/year. 

• Does not allow us to only lease one formation or a certain 
depth.  Lessees got ALL depths in NM – but not in Texas.  
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WHY:

• In NM, in the private market, a 25% royalty rate is not 
uncommon. Our school kids and beneficiaries deserve no less.

• New Mexico has the best “rock,” the best oil resource in the 
Permian, which is one of the best shale plays globally.  Let me 
show you. 
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• New Mexico is the second-largest 
crude oil-producing state after Texas. 
In 2022, NM accounted for more than 
13% of total U.S. crude oil production.

• The Permian Basin, which spans 
western Texas and southeastern New 
Mexico (61,763 square miles), 
represents the largest oil-producing 
region in the U.S. and one of the best 
oil reservoirs in the world. The 
Delaware Basin and Midland Basin 
(parts of the greater Permian Basin) 
contain multiple stacked shale 
formations.

Source: U.S. EIA
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If the Permian were a
nation, it would be the 
4th largest oil producer 
in the world after US, Saudi 
and Russia. 



Almost All Oil Production in NM Comes From 
the Permian Basin
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The Permian Basin Drives Texas Oil Production 
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NM Production Growing Faster than TX 
for Past 3 Years on a per barrel basis

https://www.reuters.com/business/energy/new-mexicos-oil-output-gains-top-texas-2022-delivering-half-us-growth-2023-05-18/ 19
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Top Permian Oil Producers in NM

Source: Novi Labs
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Scarce Inventory of 
Top-Tier Permian 
Basin Parcels + 
High Market Demand
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The Permian Basin 
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FAQ – What about other costs to industry compared to Texas?
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FAQ – Will we out price NM and small firms?
No, Land Office royalties are paid primarily by out-of-state companies. 99% of $2.6 
billion in royalties paid in FY23 were from companies registered in Texas, Oklahoma, and 
Colorado. NM companies paid less than $20 million.
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This is approximately $83 billion/year in profit—for just the 5 biggest 
companies.  All of whom are heavily invested in NM.  

The high end of the Land Office estimate for increased earnings from 
this bill is $84 million – or just over 1/10 of 1% of these profits. 

Industry can afford this. 
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SUMMARY

• We are charged with earning top dollar for the owners of our 
land and can not continue to subsidize the oil and gas industry. 

• New Mexico’s top royalty rate should be on par with Texas’ and 
private NM rates @ 25%.

• We are leaving ONE BILLION DOLLARS on the table and 
BILLIONS in future Permanent Fund distributions.  
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Questions?

Greg Bloom
Asst. Commissioner, Mineral Resources

gbloom@nmslo.gov 
505-699-8125 cell
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