
FORTY-SIXTH LEGISLATURE
SECOND SESSION, 2004

January 26, 2004

Mr. Speaker:

Your TAXATION AND REVENUE COMMITTEE, to whom has
been referred

HOUSE BILL 116

has had it under consideration and reports same with
recommendation that it DO PASS, amended as follows:

1.  On page 6, between lines 11 and 12, insert the following
new sections:

"Section 2.  Section 7-29-4 NMSA 1978 (being Laws 1980,
Chapter 62, Section 5, as amended) is amended to read:

"7-29-4.  OIL AND GAS SEVERANCE TAX IMPOSED--COLLECTION--
INTEREST OWNER'S LIABILITY TO STATE--INDIAN LIABILITY.--

A.  There is imposed and shall be collected by the
department a tax on all products that are severed and sold, except
as provided in Subsection B of this section.  The measure of the tax
and the rates are:

(1)  on natural gas severed and sold, except as
provided in Paragraphs (4), (6) and (7) of this subsection, three
and three-fourths percent of the taxable value determined pursuant
to Section 7-29-4.1 NMSA 1978; 

(2)  on oil and on other liquid hydrocarbons
removed from natural gas at or near the wellhead, except as provided
in Paragraphs (3), (5), (8) and (9) of this subsection, three and
three-fourths percent of taxable value determined pursuant to
Section 7-29-4.1 NMSA 1978;

(3)  on oil and on other liquid hydrocarbons
removed from natural gas at or near the wellhead produced from a
qualified enhanced recovery project, one and seven-eighths percent
of the taxable value determined pursuant to Section 7-29-4.1 NMSA
1978, provided that the annual average price of west Texas
intermediate crude oil, determined by the department by averaging
the posted prices in effect on the last day of each month of the
twelve-month period ending on May 31 prior to the fiscal year in
which the tax rate is to be imposed, was less than twenty-eight
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dollars ($28.00) per barrel;

(4)  on the natural gas from a well workover
project that is certified by the oil conservation division of the
energy, minerals and natural resources department in its approval of
the well workover project, two and forty-five hundredths percent of
the taxable value determined pursuant to Section 7-29-4.1 NMSA 1978,
provided that the annual average price of west Texas intermediate
crude oil, determined by the department by averaging the posted
prices in effect on the last day of each month of the twelve-month
period ending on May 31 prior to the fiscal year in which the tax
rate is to be imposed, was less than twenty-four dollars ($24.00)
per barrel;

(5)  on the oil and on other liquid hydrocarbons
removed from natural gas at or near the wellhead from a well
workover project that is certified by the oil conservation division
of the energy, minerals and natural resources department in its
approval of the well workover project, two and forty-five hundredths
percent of the taxable value determined pursuant to Section 7-29-4.1
NMSA 1978, provided that the annual average price of west Texas
intermediate crude oil, determined by the department by averaging
the posted prices in effect on the last day of each month of the
twelve-month period ending on May 31 prior to the fiscal year in
which the tax rate is to be imposed, was less than twenty-four
dollars ($24.00) per barrel;

(6)  on the natural gas from a stripper well
property, one and seven-eighths percent of the taxable value
determined pursuant to Section 7-29-4.1 NMSA 1978, provided the
average annual taxable value of natural gas was equal to or less
than one dollar fifteen cents ($1.15) per thousand cubic feet in the
calendar year preceding July 1 of the fiscal year in which the tax
rate is to be imposed;

(7)  on the natural gas from a stripper well
property, two and thirteen-sixteenths percent of the taxable value
determined pursuant to Section 7-29-4.1 NMSA 1978, provided that the
average annual taxable value of natural gas was greater than one
dollar fifteen cents ($1.15) per thousand cubic feet but not more
than one dollar thirty-five cents ($1.35) per thousand cubic feet in
the calendar year preceding July 1 of the fiscal year in which the
tax rate is to be imposed;

(8)  on the oil and on other liquid hydrocarbons
removed from natural gas at or near the wellhead from a stripper
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well property, one and seven-eighths percent of the taxable value
determined pursuant to Section 7-29-4.1 NMSA 1978, provided that the
average annual taxable value of oil was equal to or less than
fifteen dollars ($15.00) per barrel in the calendar year preceding
July 1 of the fiscal year in which the tax rate is to be imposed;

(9)  on the oil and on other liquid hydrocarbons
removed from natural gas at or near the wellhead from a stripper
well property, two and thirteen-sixteenths percent of the taxable
value determined pursuant to Section 7-29-4.1 NMSA 1978, provided
that the average annual taxable value of oil was greater than
fifteen dollars ($15.00) per barrel but not more than eighteen
dollars ($18.00) per barrel in the calendar year preceding July 1 of
the fiscal year in which the tax rate is to be imposed; and

(10)  on carbon dioxide, helium and non-hydrocarbon
gases, three and three-fourths percent of the taxable value
determined pursuant to Section 7-29-4.1 NMSA 1978.

B.  The tax imposed in Subsection A of this section shall
not be imposed on:

(1)  natural gas severed and sold from a production
restoration project during the first ten years of production
following the restoration of production, provided that the annual
average price of west Texas intermediate crude oil, determined by
the department by averaging the posted prices in effect on the last
day of each month of the twelve-month period ending on May 31 prior
to each fiscal year in which the tax exemption is to be effective,
was less than twenty-four dollars ($24.00) per barrel; and

(2)  oil and other liquid hydrocarbons removed from
natural gas at or near the wellhead from a production restoration
project during the first ten years of production following the
restoration of production, provided that the annual average price of
west Texas intermediate crude oil, determined by the department by
averaging the posted prices in effect on the last day of each month
of the twelve-month period ending on May 31 prior to each fiscal
year in which the tax exemption is to be effective, was less than
twenty-four dollars ($24.00) per barrel.

C.  Every interest owner shall be liable for the tax to
the extent of his interest in such products.  Any Indian tribe,
Indian pueblo or Indian shall be liable for the tax to the extent
authorized or permitted by law.
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D.  The tax imposed by this section may be referred to as
the "oil and gas severance tax"."

Section 3.  Section 7-29-4.1 NMSA 1978 (being Laws 1980,
Chapter 62, Section 6, as amended) is amended to read:

"7-29-4.1.  TAXABLE VALUE--METHOD OF DETERMINING.--To
determine the taxable value of oil and of other liquid hydrocarbons
removed from natural gas at or near the wellhead, of carbon dioxide,
of helium, of non-hydrocarbon gases, of natural gas from new
production natural gas wells and of natural gas severed after June
30, 1990, there shall be deducted from the value of products:

A.  royalties paid or due the United States or the state
of New Mexico;

B.  royalties paid or due any Indian tribe, Indian pueblo
or Indian that is a ward of the United States of America; and

C.  the reasonable expense of trucking any product from
the production unit to the first place of market."".

2.  Renumber the succeeding sections accordingly.

3.  On page 8, between lines 2 and 3, insert the following new
section:

"Section 5.  Section 7-30-5 NMSA 1978 (being Laws 1959,
Chapter 53, Section 5, as amended) is amended to read:

"7-30-5.  TAXABLE VALUE--METHOD OF DETERMINING.--

A.  To determine the taxable value of oil, natural gas or
liquid hydrocarbon, individually or any combination thereof, helium,
non-hydrocarbon gases or carbon dioxide, there shall be deducted
from the value of products:

(1)  royalties paid or due the United States or the
state of New Mexico;

(2)  royalties paid or due any Indian tribe, Indian
pueblo or Indian that is a ward of the United States; and

(3)  the reasonable expense of trucking any product
from the production unit to the first place of market.
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B.  The taxable value of coal shall be the taxable value
determined under Section 7-25-3 NMSA 1978, less royalties paid or
due any Indian tribe, Indian pueblo or Indian that is a ward of the
United States.

C.  The taxable value of uranium shall be twenty-five
percent of an amount equal to the difference between:

(1)  the taxable value determined under Section 7-
25-3 NMSA 1978; and

(2)  royalties paid or due any Indian tribe, Indian
pueblo or Indian that is a ward of the United States.

D.  The taxable value of geothermal energy shall be the
value at the point of first sale, less the cost of transporting it
from the point of severance to the point of the first sale, less the
royalties paid or due the United States or the state of New Mexico
or any Indian tribe, Indian pueblo or Indian that is a ward of the
United States."".

4.  Renumber the succeeding sections accordingly.

5.  On page 10, between lines 22 and 23, insert the following
new section:

"Section 7.  Section 7-31-4 NMSA 1978 (being Laws 1959,
Chapter 54, Section 4, as amended) is amended to read:

"7-31-4.  PRIVILEGE TAX LEVIED--COLLECTED BY
DEPARTMENT--RATE--INTEREST OWNER'S LIABILITY TO STATE--INDIAN
LIABILITY.--

A.  There is levied and shall be collected by the
department a privilege tax on the business of every person severing
products in this state.  The measure of the tax shall be:

(1)  on oil and on oil and other liquid
hydrocarbons removed from natural gas at or near the wellhead,
except as provided in Paragraphs (4) and (5) of this subsection,
three and fifteen hundredths percent of the taxable value determined
pursuant to Section 7-31-5 NMSA 1978;

(2)  on carbon dioxide, helium and non-hydrocarbon
gases, three and fifteen hundredths percent of the taxable value
determined pursuant to Section 7-31-5 NMSA 1978;



FORTY-SIXTH LEGISLATURE
SECOND SESSION, 2004

   HTRC/HB 116 Page 6

(3)  on natural gas, except as provided in
Paragraphs (6) and (7) of this subsection, four percent of the
taxable value determined pursuant to Section 7-31-5 NMSA 1978;

(4)  on the oil and on other liquid hydrocarbons
removed from natural gas at or near the wellhead from a stripper
well property, one and fifty-eight hundredths percent of the taxable
value determined pursuant to Section 7-31-5 NMSA 1978, provided that
the average annual taxable value of oil was equal to or less than
fifteen dollars ($15.00) per barrel in the calendar year preceding
July 1 of the fiscal year in which the tax rate is to be imposed;

(5)  on the oil and on other liquid hydrocarbons
removed from natural gas at or near the wellhead from a stripper
well property, two and thirty-six hundredths percent of the taxable
value determined pursuant to Section 7-31-5 NMSA 1978, provided that
the average annual taxable value of oil was greater than fifteen
dollars ($15.00) per barrel but not more than eighteen dollars
($18.00) per barrel in the calendar year preceding July 1 of the
fiscal year in which the tax rate is to be imposed;

(6)  on the natural gas removed from a stripper
well property, two percent of the taxable value determined pursuant
to Section 7-31-5 NMSA 1978, provided that the average annual
taxable value of natural gas was equal to or less than one dollar
fifteen cents ($1.15) per thousand cubic feet in the calendar year
preceding July 1 of the fiscal year in which the tax rate is to be
imposed; and

(7)  on the natural gas removed from a stripper
well property, three percent of the taxable value determined
pursuant to Section 7-31-5 NMSA 1978, provided that the average
annual taxable value of natural gas was greater than one dollar
fifteen cents ($1.15) per thousand cubic feet but not more than one
dollar thirty-five cents ($1.35) per thousand cubic feet in the
calendar year preceding July 1 of the fiscal year in which the tax
rate is to be imposed.

B.  Every interest owner, for the purpose of levying this
tax, is deemed to be in the business of severing products and is
liable for this tax to the extent of his interest in the value of
the products or to the extent of his interest as may be measured by
the value of the products.

C.  Any Indian tribe, Indian pueblo or Indian is liable
for this tax to the extent authorized or permitted by law."".



FORTY-SIXTH LEGISLATURE
SECOND SESSION, 2004

   HTRC/HB 116 Page 7

6.  Renumber the succeeding sections accordingly.

  
Respectfully submitted,

                                 
Donald L. Whitaker, Chairman

Adopted                        Not Adopted                          
(Chief Clerk) (Chief Clerk)

Date                

The roll call vote was  11  For  0  Against
Yes: 11
Excused: Boykin, Lujan, B., Sandoval, Silva, Stell
Absent: None
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