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Oil & Natural Gas Revenue
Driving New Mexico's Bottom Line

December 11, 201/




Olill & Gas In New Mexico

* Provides nearly one=third of the State’s general fund
budget each year

e Contributes more than $12.8 billion to New Mexico’s
economy

 Responsible for 105,000 jobs, making it the largest
driver of private sector employment in New Mexico

* Creates high=-paying industry jobs that average more
than $70,000 / vear, vs. state average of $45,000 / year



Oll & Gas Revenues:
State General Fund

* Federal Mineral Leasing: $S455 m ]
e O&G Emergency School Tax: $236.8
» State Land Office Rentals & Bonuses
« O&G PIT Withholding: ¢ |

* Natural Gas Processors Tax. $20.4 m
« O&G Conservation Tax: $11.4



Darmanent Funds

Oll & Gas Revenues:

* OIl & Gas Royalties Collected by State I_anol Ofﬁce through

Land Grant Permanent Fund (

e OIl & Gas Severance Tax Recel
Fund (STBF) / Severance Tax

FGPF
ots to Severance Tax Bonding

Permanent Fund (STPF):



Oll & Gas Revenues:
L ocal Governments

e Oil & Gas Ad Valorem Production Tax (collected by
NMTRD and distributed to producing counties):

. O|| & Gas Productlon Equipment Ad Valorem Tax
(collected on NMTRD and distributed to producing
counties): ¢ --



Oil & Gas Property Taxes
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Oll & Gas Taxes

—xamples of other taxes paid

* [Income Tax:

« Corporate: $20.15 mi

* Personal: $59.43 n
 Gross receipts tax: $96.21 milli
s Comigensatifig e iillion
« Qut of State \/\/lthholdmg tax: $2
* Fuel tax
* Vehicle registration tax



Olill & Gas Production Taxes
Statutes

e OIl & Gas Severance Tax (NMSA §7-29-1)

e OIl & Gas Conservation Tax (NMSA §/7-30-1)

* Oil & Gas Emergency School Tax (NMSA &§/-31-1)

* OIl & Gas Ad Valorem Production Tax (NMSA §7/-32-1)
» Natural Gas Processors Tax (NMSA §7-33-1)

* Oil & Gas Production Equipment Ad Valorem Tax (NMSA &7/-
34-1D




Oil & Gas Property Taxes

—guipment

* Oil & gas property subject to central valuation under statute:
« NMSA §7-36-2(B)(3) pipeline
« NMSA §7/-34-2(G) “equipment” means wells and non-
Mmobile equipment used at a production unit in connection

With severance, treatment or storage of production unit
oroducts

* Local Assessors value oil and gas property that is subject to
oroperty tax and that is not centrally valued

*Production equipment is covered by production-based taxes; other equipment is taxed
as personal property with a special valuation process



Royalties, Rents, & Fees

« State Land Office royalty rates (between 12.5%-20% of the
value of the production)

» State land Office lease auctions (bonus payments in excess
of $65 million this year, paid to the general fund)

« State Land Office fees are charged for rights of way for
roads, power lines, production lines, applications, injection
of produced water, water recycling facilities, and for other
activities ($8.5 million)

 Federal Mineral Leasing: Oil and gas payments made to BLM
for royalties and bonus rents are shared with the State
(most recent payment to the state was for more than $450
million) 10



Other Self-Reporting
Industries

Centrally valued Business personal property
(reporting to TRD) (reporting to local assessors)
« Mining « Law firms
« Commercial airlines « Accounting firms
 Railroads « Construction
 FElectric generation, « Manufacturing
transmission, « Retall
distribution « Restaurants
« Water utilities
¢ Telecommunications
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Total Assessment Solutions

o Attempt to Exploit Niche

« O&G equipment, except that subject to the O&G
Production or Equipment Ad Valorem taxes, is subject to
property tax (NMSA =/7-36-/(A) & (B))

* Unaccepted Methodology
* Unreliable Data
e Suspect Definitions
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Total Assessment Solutions

The credibility of TASC’s county-level audits have been
guestioned by courts in several states, including:

 Oklahoma

« Colorado

e Kansas

« New MexIco
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Court opinions regarding
TASC’s work |

“Jerry L. Wisdom who was not accepted as an expert
appraisal witness...Petitioner presented sufficient probative
evidence and testimony to prove there were no omitted
assets in the property declarations submitted from 2007/
through 2012. The Adams County Assessor is directed to
change his/her records accordingly.”

DCP Midstream LP v. Adams County Board of Commissioners
(Board of Assessment Appeals, May 15, 2015)
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Court opinions regarding
TASC’s work ||

“[I]t Is clear that Wisdom’s opinions are patently
unreliable...his ultimate estimates of value are based on
nothing but baseless conjecture.”

Colorado Interstate Gas Company v. 1120 Acres of Surface and 1789 Acres of
Minerals in Morton Co., KS, et al.

(U.S. District Court in District of Kansas, May 26, 2004)
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Court opinions regarding
TASC’s work |||

“Harding County is prohibited from imposing a property tax
on the equipment depicted in the attachments to the June 11,
2012, Affidavit of Jerry Wisdom filed in this matter.”

Oxy USA Inc. v. Harding County Board of County Commissioners
(10t Judicial District Court, December 5, 2013)

16



Court opinions regarding
TASC’s work |\/

“Union County is prohibited from imposing a property tax on
the equipment that was the subject of and assessed in its
May /, 2012, tax assessment letter to Oxy USA Inc., and Union
County shall issue a tax refund to Oxy USA Inc. in the
orincipal amount of $171,649.79, along with interest accrued
on the refunded amounts.”

Oxy USA Inc. v. Union County Board of County Commissioners
(8" Judicial District Court, July 8, 2013)
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A better alternative

2 Regulators work directly with industry

2 Assessors provide operators with specific
reporting direction to ensure seamless
reporting

P Establish a dialogue between TRD, local
assessors, and industry

18



Conclusion
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