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SPONSOR:  Senator Tsosie

BILL SHORT TITLE: Intergovernmental Tax Credit, Oil and Gas Taxes on Indian Land

CONFLICTS, DUPLICATES, COMPANIONS: HB-605

DESCRIPTION: This measure would create "tribal capital improvements production tax credits" against oil and gas severance, emergency school, conservation and production taxes imposed from products severed on Indian tribal land. The tax credits are to be against new "tribal capital improvement taxes" imposed by Indian nations, tribes or pueblos and dedicated exclusively to fund capital improvements on their land. The capital improvements credits are to be limited to 2 percent of the taxable value of products severed from qualifying wells. They would be taken "proportionately" against the various oil and severance taxes listed above. They would also be in addition to credits claimed against the intergovernmental tax credits allowed under Section 7-29C-1 NMSA 1978. 

EFFECTIVE DATE: Not specified, assume 90 days after adjournment -- June 15, 2001

FISCAL IMPACT (Thousands of dollars):  

Note: Parenthesis ( ) indicate a revenue loss:

	
	
	
	

	
	Estimated Impact on Revenues
	Recurring or Nonrecurring
	Funds 

	Tax
	
	  Full Year    .   
	        Impact        t     
	             Affected          .             

	Emergency School 
	
	(1,383)                    
	Recurring   
	General Fund

	Severance
	
	(1,347)
	Recurring
	Severance Tax Bonding Fund

	Conservation
	
	(67)
	Recurring
	General Fund

	Conservation
	
	(4)
	Recurring
	Reclamation Fund

	Production
	
	(400)
	Recurring
	Local Governments

	  Total
	
	(3,201)
	Recurring
	


Currently, approximately 25 percent of the taxable value of oil and natural gas is generated by oil; 75 percent comes from natural gas production. Approximately 1 percent of oil severance occurs on Indian land; about 3.8 percent of natural gas production currently occurs on Indian land. The estimates above assume the credits total 2 percent of net taxable value of oil and gas production on Indian lands. This figure was approximately $161 million in FY 2000. About three-quarters of the credits would be earned in Rio Arriba County, while most of the remaining quarter would be earned in San Juan County. Minor fiscal impacts would also result from increases in credits currently allowed in Section 7-29-C1 NMSA 1978. Impacts to local governments would probably be less than the amount shown above, and could be near zero due to rate adjustments.

ADMINISTRATIVE IMPACT: The oil and gas accounting system can support administration of the proposed credit through the current mechanism. No additional reports will need to be developed or implemented.  However, because the system must be programmed to recognize this type of transaction, system program hours required have been estimated to total approximately 1,000 at a cost of approximately $64,000. Without additional funding, these hours and efforts will reduce efforts currently necessary to improve the system, and hinder efforts to meet the information technology plan goals and agency needs.
TECHNICAL ISSUES: The term "tribal infrastructure tax" is appears on page 3, line 24, of the proposal. Apparent intent is to refer to the "tribal capital improvements tax". If that is the intent, the measure should be amended accordingly.
OTHER IMPACTS AND ISSUES: Due to hours required to program the new credits, the Department requests an effective date for the credits of no earlier than July 1, 2001. An effective date of January 1, 2002 would be ideal.




















































