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SPONSOR Trujillo 

ORIGINAL DATE  
LAST UPDATED 

01/25/12 
02/06/12 HB 70/aHFl#1 

 
SHORT TITLE Uranium Hexafluoride Gross Receipts SB  

 
 

ANALYST Hoffmann 
 

APPROPRIATION (dollars in thousands) 
 

Appropriation Recurring 
or Nonrecurring 

Fund 
Affected FY12 FY13 

NFI NFI   

 (Parenthesis ( ) Indicate Expenditure Decreases) 
 

REVENUE (dollars in thousands) 
 

Estimated Revenue Impact* R or 
NR** 

 
Fund(s) 
Affected FY12 FY13 FY14 FY15 FY16 

 See 
Narrative 

   
Recurring General Fund 

* In thousands of dollars. Parentheses ( ) indicate a revenue loss.  ** Recurring (R) or Nonrecurring (NR). 
 

 
ESTIMATED ADDITIONAL OPERATING BUDGET IMPACT (dollars in thousands) 

 

Estimated Additional Operating Budget Impact* 
R or NR** 

 
Fund(s) or Agency 

Affected FY12 FY13 FY14 FY12-14 

 *** $0.0 *** Nonrecurring TRD Operating 

* In thousands of dollars. Parentheses ( ) indicate a cost saving.  ** Recurring (R) or Nonrecurring (NR). 
***See Administrative Implications. 
 
Duplicates Senate Bill 23  
 
SOURCES OF INFORMATION 
LFC Files 
 
Responses Received From 
Taxation and Revenue Department (TRD) 
Energy, Minerals and Natural Resources Department (EMNRD) 
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SUMMARY 
 
     Synopsis of House Floor Amendment #l 
 
House Floor amendment #1 to House Bill 70 adds two paragraphs regarding accountability for 
taxpayers taking the gross receipts deduction for selling uranium hexafluoride and providing the 
service of enriching uranium hexafluoride. 
 

The TRD would be required to report annually to the Revenue Stabilization and Tax 
Policy committee the aggregate amounts of deductions taken, the number of taxpayers 
claiming the deduction, and any other information that the deduction is performing a 
purpose that is beneficial to the state. 
 
A taxpayer deducting gross receipts according to Section 7-9-90 NMSA 1978 would be 
required to report to the TRD the amount deducted in such a manner that facilitates the 
evaluation by the Legislature for the benefit accruing to the state as a result of this 
deduction. 

 
     Synopsis of Original Bill 
 
House Bill 70 (HB70) proposes to amend Section 7-9-90 NMSA 1978 with a technical 
correction which changes the name of the product exempt from New Mexico gross receipts tax 
from “enriched uranium” to “uranium hexafluoride.” The business affected by this bill is the 
separation of uranium isotopes to produce an enriched fraction for use as nuclear reactor fuel. 
 
The effective date is not specified in the bill; so it would become effective 90 days following 
adjournment (May 17, 2012). There is no sunset date on this legislation. The LFC recommends 
adding a sunset date. 
 
FISCAL IMPLICATIONS  
 
House Bill 70 contains no appropriation. 
 
This bill may violate the LFC tax policy principle of adequacy. According to the LFC General 
Fund Recurring Appropriation Outlook for FY14 and FY15 the December 2011 forecasted 
revenues will be insufficient to cover growing recurring appropriations. Since currently 
forecasted revenues in FY14 and FY15 may not be adequate to fund government services there is 
insufficient funds for additional tax cuts. This bill may also violate the tax policy principle of 
equity. 
 
The exemption referred to by HB70 in this proposed amendment to the Gross Receipts and 
Compensating Tax Act is already in place.  
 
A letter from URENCO, the company that produces uranium hexafluoride in Lea County, is 
attached certifying that they have never paid gross receipts taxes. 
 
This exemption does represent a loss of revenue to the state. The facility had its first full year of 
operation in 2011. The Eunice facility will, at full capacity, produce 5,700 tSW/a (approximately 
28%) of the total capacity (as of December 31, 2011) Based on the future full capacity of the 
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facility and simply using the 2011 company revenues of $1,645.7 million, and using a nominal 
GRT rate of 5% the potential foregone revenue could be over $20 million per year. 
 
ADMINISTRATIVE IMPLICATIONS  
 
The TRD forecasts minimal impact to their operations. They would need to modify some forms 
and instructions. Audit procedures would need to be developed and the impact increases because 
the effective date of the change is in the middle of a report period. If the change was effective 
Jan 1, or July 1, then no cost would be associated with the bill. 
 
DUPLICATION 
 
This is a duplicate of Senate Bill 23. 
 
TECHNICAL ISSUES 
 
Section 7-9-78.1 NMSA 1978 allows “The value of equipment and replacement parts for that 
equipment may be deducted in computing the compensating tax due if the person uses the 
equipment and replacement parts to enrich uranium in a uranium enrichment plant.” 
 
To retain this exemption, this language may also need to be amended. In addition, a sunset date 
should be added if it is amended. 
 
OTHER SUBSTANTIVE ISSUES 
 
This is an important industry globally. URENCO Limited is a UK registered company that 
specializes in the processing of nuclear fuel. According to their web site, they supply 
approximately 25% of the world’s demand, with facilities in Germany, the Netherlands and the 
UK. They further state that “URENCO USA is the first enrichment facility to be built in the US 
in 30 years and the first ever using centrifuge enrichment technology.” The company expects the 
Eunice, NM facility of their subsidiary URENCO USA, when at full operating capacity, to 
produce sufficient fuel to meet 25% of current demand in the United States and ultimately 
enough to provide 10% of the United States’ electricity. 
 
According to a 2007 report by the UNM Bureau of Business and Economic Research “The 
Economics of Lea County and the Larger Region Report to the Lea County Improvement 
Corporation” by Lee A. Reynis, Ph. D., the URENCO enrichment facility is expected to have 
significant economic impact. Construction of the $1.5 billion facility started in 2007 with full 
completion expected to take seven and a half years. The facility began production in June of 
2010, with full capacity expected in 2013. Planned full capacity is 5,700 tons of separative work 
per year (tSW/a). Facility operations are forecast to provide close to 300 fulltime and contract 
jobs with an annual payroll of $10 million and $3.1 million in benefits. 
 
The audited financial results of URENCO Limited for 2010 show revenues of €1,267.2 million 
and net income of €387.1 ($1,645.7 million and $502.7 respectively, using a rate of €.77/$). 
 
Attached also is a brochure with highlights of the Eunice facility. 
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POSSIBLE QUESTIONS 
 
Does the bill meet the Legislative Finance Committee tax policy principles? 

1. Adequacy: Revenue should be adequate to fund needed government services. 
2. Efficiency: Tax base should be as broad as possible and avoid excess reliance on one tax. 
3. Equity: Different taxpayers should be treated fairly. 
4. Simplicity: Collection should be simple and easily understood. 
5. Accountability: Preferences should be easy to monitor and evaluate 
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For more information:

URENCO USA
P O Box 1789

Eunice, NM 88231

Tel: 1-575-394-4646
Fax: 1-575-394-4545

URENCO, Inc.
1560 Wilson Blvd, Suite 300

Arlington, VA 22209

Tel: 1-703-465-8110

www.urenco.com/LES

URENCO USA
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Foreword

“LES and URENCO USA are poised to meet energy demand
with carbon free, sustainable energy.”
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enrich the future for the United States of America

Our mission & values

“Enriching the future” is our commitment, through the
global deployment of our nuclear products, services and
technology to support sustainable nuclear energy.

“URENCO values are at the core
of every action the company takes.
Our first value is safety, and the
commitment to safety is embodied
in everything we do.”

SAFETY

INTEGRITY

FLEXIBILITY

DEVELOPMENT

PROFITABILITY

SAFETY

INTEGRITY

FLEXIBILITY

DEVELOPMENT

PROFITABILITY
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About URENCO USA

LES is building and operating the URENCO USA facility,
enriching the future of the United States of America.

Operational Profile

“LES’ focus is on providing safe, cost effective and reliable
uranium enrichment services for civil power generation within a
framework of environmental, social and corporate responsibility.”
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URENCO USA Part of a Global Company

Capenhurst

Marlow

Almelo Gronau

Eunice, NM

Washington
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Our strategy

Enriching the future

With increasing demand for energy in the United States,
LES was formed to provide a safe, reliable and domestic
supply of enriched uranium through its URENCO USA
facility. Using the world’s most advanced centrifuge
technology, URENCO USA plays a pivotal role in helping
to meet demand for energy not only today, but into the
future.

“URENCO brought together a diverse and
experienced team to both build and operate
URENCO USA.”
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Safety

How is “Safety” Defined for URENCO USA?

Nuclear Safety We build and will operate in accordance with
our design, procedures and processes, and we procure and build
to the highest quality.

Occupational Safety – We prevent accidents through work
systems which are aimed at minimizing the risk of injury.

Construction Safety – We establish a safe work environment,
identify and control work hazards and provide training with oversight.

Personal Safety – We issue Personal Protective Equipment, train
our workforce on safe practices with formal emergency planning
and evacuation capabilities.

Information Safety – We identify, track and control classified
information to prevent unauthorized use.

Environmental Safety – We control hazardous materials and
minimize disturbance to the environment.
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The nuclear fuel supply chain

Uranium is the raw material for nuclear power, and thus
an important source of energy. Before it can be used for
electricity generation in a nuclear power plant, it must
undergo several processing steps.

These steps make up the ‘front end’ of the nuclear
fuel cycle. After uranium has been used in a reactor to
produce electricity, it is known as ‘spent fuel’ and may
undergo a further series of steps including temporary
storage, reprocessing and recycling before eventual
disposal as waste. Collectively, these steps are known
as the ‘back end’ of the fuel cycle.1

2

3

4

Mining

Conversion

Enrichment

Fabrication
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What we do

URENCO USA is a domestic provider of value added services
and technology to the nuclear generation industry
worldwide. The enrichment services that we supply to
nuclear power utilities are used to produce a safe, efficient,
clean and reliable source of electricity.

World-leading centrifuge technology

Why does uranium need to be enriched?

Our gas centrifuge technology is the leading technology
for uranium enrichment available today, having consistently
proved over time to be more reliable, efficient and safe than
alternative technologies.

Uranium enrichment
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How centrifuges work

Cascades

What is separative work?

4. By-products
stream

1. UF6 feed

2. Separation

3. Product stream



The process
of uranium enrichment

Cascade halls

Enriched UF6

Cooling box with
transport container
with enriched UF6

Depleted UF6

Autoclave with
UF6 transport

container

Pressure 
reduction

Separation in
centrifuge cascades

Compressor

Compressor

UF6
Heating

Cooling box with
transport container

with UF6
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Product and depleted uranium take-off

Liquid sampling

Weighing and materials accounting

Product and storage area

Depleted uranium storage



URENCO USA and the environment

We believe that nuclear power is a vital part of a future
energy mix that will deliver a sustainable global energy
supply. With global energy demands set to continue rising,
nuclear energy is now widely recognized as a vital part
of the solution to the world’s key sustainable energy
challenge, providing safe, secure and reliable energy
in the vast quantities required.

Doing business the right way

We believe in doing business with fairness, respect
and honesty. We have built strong relationships with
our industry stakeholders, including both suppliers
and customers.

URENCO USA will be a profitable and reliable business,
built on the foundation of our proven and reliable
technology. At the same time we are a flexible and
responsive organization ready to meet the needs of
our customers.

The importance of URENCO USA’s Vision, Mission and
Values has been formally shared with our suppliers in
order that they understand how we do business. Our
position as a reliable and flexible business partner, known
for its integrity, is reflected by the continued rise in our
market share and strong forward order book.
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URENCO USA’s commitment

URENCO USA is committed to its customers. But deep
commitment extends to partnering with local communities.
URENCO USA and its employees support a wide variety of
activities and organizations on not only at the local level,
but the state and national level as well. URENCO USA
is vitally concerned with corporate citizenship, the
environment and education.
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