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INTO THE LEGISLATIVE SESSION – IT BEGAN - JANUARY 15, 2019
The 2019 Regular Session of the New Mexico
Legislature convened at noon on Tuesday, January
15, and ends at noon (or somewhere thereabouts) on
March 16. The deadline for bill introduction is
February 14. Legislation not acted on by the
governor is pocket vetoed on April 5. The effective
date of legislation that’s not a general appropriation
bill, a bill carrying an emergency clause or other
specified effective date takes effect on June 14.
Being a “long” or 60-day “budget” session, non-budgetary legislation and items not related to the
budget are fair game for introduction and are not limited by the call of the Governor. It is an
interesting time. There is still talk of tax reform, and the Governor wants to address crime
issues, but the fiscal crisis is over for the moment – mostly thanks to very strong oil prices and
production in the Permian. So, while there’s plenty to fight about and money to fight over, it
doesn’t appear as tense as some sessions and it’s possible they’ll quietly fund government and go
home, without significant other accomplishment (or damage).
New Mexico has an uncompensated volunteer legislature comprised of a 70 member House of
Representatives and a 42 member Senate. Legislative sessions alternate between 30-day budget
related sessions in even numbered years, and unconstrained 60-day sessions in odd-numbered
years.
Click here to the see the daily bill locator on the legislative website. We have our own list of
introduced tax related legislation in both chambers below.
The Legislative Council Service maintains copies of bills, compiles locators, and publishes lists
of bill conflicts during the course of the session. Most information is available in a timely and
electronic fashion from their rather robust website, which can be reached at the legislature’s
website https://www.nmlegis.gov/. The site has become increasingly functional and reliable over
time. Information is reasonably up to date and legislation can be easily followed from home.
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DON’T FORGET THE PRINCIPLES
It’s important, particularly when dealing with tough economies, tough
decisions, and the emotionally charged subject of taxes, to view the world in the
context of principles. Taxes are good in that they raise the money we need to
pay for the services we need. They can also be bad if they create inefficiencies,
distortions, or inequities. It’s a more rational approach to look at our entire tax
system rather than getting lost in the weeds focusing only on a particular rate or
some item we choose to tax or not tax. We must raise the revenue we need for government
(putting aside the debate over how much) while doing the least harm to the economy and to those
things we need most (e.g. job creation) while being fair and protecting the most vulnerable in our
communities. Accordingly, we’ve taken the opportunity to reprint our principles of good tax
policy here:

State and local taxes should be adequate to provide an appropriate level of
those goods and services best provided by the public sector, such as education,
public safety, law enforcement, streets and highways, and the courts.
State and local tax policy should do the least harm to the private economy.
Therefore, tax bases should be as broad as possible so that tax rates can be as
low as possible in order to raise the necessary revenues.
State and local tax policy should be fair and equitable towards individuals and
businesses similarly situated. Individuals with the same income level should
be taxed the same. Businesses engaged in similar commercial activities should
be subject to the same level of taxation.
State and local tax policy should not be costly to administer and should be
easily understood by taxpayers so as to minimize taxpayer compliance costs.
The state and local tax burden should be evaluated on the basis of the impact
of all taxes levied on a given taxpayer, not just a single tax or tax rate.
Deviations from established tax policy in pursuit of economic development,
social or other goals should be well-reasoned and pursued only when
established tax policies are not significantly undermined and the results of such
deviations can subsequently be measured and evaluated.
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Tax-pectations for the Session
The 60-day legislative session has arrived. In addition to a new year,
we have a new governor, Michelle Lujan Grisham, and lots of new
House members – mostly Democrats following the blue wave that hit
many parts of the country in November. The Senate was not up for
election, however the Governor is asking for more than one name from the counties served by
former Senator (and now Lieutenant Governor and Acting Secretary of Education) Howie
Morales. Sen. Cisco McSorley also resigned recently to become the Director of Probation and
Parole Division of the Department of Corrections. He was replaced by the Gubernatorial
appointment of former CD1 congressional candidate Antoinette Sedillo Lopez.
Rep. Brian Egolf remains the top-dog in the House as Speaker, however changes in post-election
composition of the House necessitated many changes in House committee chairs. Rep. Jim
Trujillo remains House Taxation and Revenue Committee Chair, and Rep. Patricia Lundstrom
remains chair of the House Appropriations and Finance Committee. Members voted Rep. Jim
Townsend as Minority Leader, with Rep. Rod Martinez remaining as Minority Whip.
The Senate leadership remains as it was, with Sen. Mary Kay Papen as President Pro-Tem, Sen.
Wirth as Majority Leader, and Sen. Ingle as Minority Leader. Committee chairs are also as they
were, beginning with Sen. John Arthur Smith presiding over the Senate Finance Committee and
Sen. Clemente Sanchez at the helm of the Senate Corporations and Transportation Committee.
Being an open 60-day session with new a new governor, new legislators, and lots of new money
on the table, they’re expecting a record number of bills to be introduced.
Although oil prices declined recently and have bounced around as they tend to do, the general
fund revenue forecast is still bullish and calls for over $1.1 billion in “new money” available for
appropriation in the upcoming year – a 17% increase over the current. Collections in the prior
and current year will also be above forecast, resulting in plenty of money to provide for
sufficient reserves and for additional one-time expenditures to restore fund balances, catch up on
needs, etc. The December consensus revenue estimate can be found on the LFC website here.
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What Happened this Week
We’re only a couple of weeks into a session that
started Tuesday, January 15th, and the bill
introduction deadline isn’t until over two weeks
from now, on February 14th . (Just what we all
want for Valentine’s day!) So, we have a long
way to go.
There are now already 377 House bills and 372
Senate bills introduced, for a total of 749 bills
introduced thus far – and that doesn’t include
memorials and resolutions. As tax bills go, we’re
already tracking 27 House and 24 Senate tax related bills (for a total of 51) so far…
Things are speeding up as bills start to move through the process and committees begin to start
hearing bills regularly. There were not a lot of tax bills added this week, although there’s plenty
to follow. The pace will only continue to quicken.
Bills generally move in order, but additional or fewer committee assignments, sponsor or
opposition requests, and political priority can impact the speed of movement. So, it’s always
interesting to see what’s moving where and how fast. Most bills get two committee assignments,
and the first committee is usually an easier sell than the second. In the tax world that often
means an initial hearing in House Commerce and Economic Development Committee (the
committee formerly known as the House Business and Industry Committee) or the Senate
Corporations and Transportation Committee. This first committee is often followed by the House
Taxation and Revenue Committee and the murkier Senate Finance Committee. In the latter two
committees, the focus is more on policy, budget limitations and fiscal impacts. The House
Taxation and Revenue has an almost always followed rule of tabling all bills with any fiscal
impact until the budget is determined. On that note, House Bill 6 – the House tax reform
package was given only one committee assignment—directly to House Taxation and Revenue
Committee (HRTC).
Tax Reform Anyone?
This HB 6, the House tax package, was heard in HTRC both Wednesday and Friday. For
corporate income tax, it imposes mandatory combined corporate income tax filing and market
based sales factor sourcing. For gross receipts and compensating tax, it imposes remote seller
and “marketplace” facilitator rules with destination based sourcing and local option
compensating tax with, base-broadening and rate reductions. It also increases personal income
tax rates and makes other changes, including the repeal of some tax deductions and credits,
including nonprofit purchases of tangible personal property. It increases gasoline and special fuel
taxes and motor vehicle registration fees. It contains a partial repeal of the hold-harmless
payments for local governments. And it provides for hospital taxation.
Most of the time allotted for both HTRC committee meetings on the bill was taken up by public
comment. Such comments typically raise a parade of horribles and complaints on behalf of the
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vast variety of toes stepped on by such a broad proposal. The sponsor asked for amendments,
while the Speaker is saying the nonprofit stuff is out, and the bill be likely to be temporarily
tabled at least until the budget is negotiated. So, the prospects are already dimming for real gross
receipts tax reduction and reform. That said, the pieces of the bill may still have a chance.
Remote sales and marketplace facilitator provisions, for example, have substantial support, as
well they should. Also, it’s likely a hospital deal will be cut at some point.
Below is a table of the bill’s repealers. Take a look and you’ll have no trouble guessing who has
shown up so far to complain.
Present law provisions repealed in HB 6:
NMSA

Brief title

Comments

7-1-6.55
7-1-6.57

Distribution, Municipalities, Compensating Tax
Distribution adjustment, hospital credit

Muni share of Comp Tax receipts
All hospital GRT credits applied
against General Fund

7-9-13.4

GRT Exemption; Textbooks, Public Campus
bookstores
GRT exemption, Space vehicle fuel

7-9-26.1
7-9-54.1
7-9-56.2
7-9-60
7-9-73.3
7-9-76
7-9-76.1
7-9-83
7-9-84
7-9-94
7-9-96.1
7-9-97
7-9-102
7-9-103
7-9-103.1
7-9-103.2
7-9-105
7-2-18.4
7-2-18.5
7-2-18.8
7-2-18.21
7-2-18.27

GRT deduction, Aerospace services by a
nonprofit other than a national lab to USAF
GRT deduction, hosting websites
GRT deduction, Sales of property to non-profits
GRT deduction, durable medical equipment
GRT deduction, travel agent commissions
GRT deduction, manufactured homes
GRT deduction, jet fuel
Comp tax deduction, jet fuel
GRT deduction, military transformation
programs
GRT credit, for-profit hospitals
GRT deduction, mining forfeiture purchases
Comp tax deduction, RETA purchases goods
GRT deduction, RETA purchases services
GRT deduction, electricity transmission
GRT deduction, electricity exchange
GRT credit, penalty misreporting deductions
(repealed)
Income Tax credit, Facility rehabilitation
Income Tax credit, welfare-to-work
Income Tax credit, ID card readers
Income Tax credit, blended biodiesel fuel
Income Tax credit, clinical trials

Present law benefits White Sands
MR
Present law benefits AFRL

Present law benefits White Sands
MR

Repeals obsolete law
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7-2A-8
7-2A-8.4

Corporate Income Tax (CIT) credit,
apportionment of multi-state income
CIT consolidated returns

7-2A-8.8
7-2A-15
7-2A-18
7-2A-23
7-2D-8.1

CIT credit, welfare-to-work
CIT credit, facility rehabilitation
CIT credit, ID card readers
CIT credit, blended biodiesel fuels
Income Tax credit, Venture Capital investments

7-2-7
7-2-7.3

Income tax rates
Income Tax exemption of 2005 tax rebate

Replaced in Section of the bill
Replaced in sections 26 & 28 of the
bill

Repeals law that has fallen dormant
due to obsolete provisions
Replaced by section 24 of the bill
Repeals obsolete law

Also, while we’ve yet to see the Senate version of the House tax reform package, we expect to
see it soon. Senator Sharer has, however, introduced a another iteration of his tax reform
package in his Senate Bill 358.
Corporate Tax Proposals
This year, we’ve seen a several different corporate income tax proposals introduced. They can
be broken down into three categories: mandatory combined reporting, market-based sales factor
sourcing, and tax rate increases. So far, two identical mandatory combined filing proposals have
been introduced in the form of the aforementioned House tax package in HB 6, as well as the
recently introduced stand-alone proposal of Sen. Peter Wirth and Rep. Melanie Stansbury in their
SB 335. There also two identical market based sourcing proposals introduced at present. One,
in the House tax package, the other in SB 6 introduced by Sen. Peter Wirth and Rep. Jason
Harper. There is also a tax rate increase proposal in Rep. Christine Chandler’s HB 247, which
creates a new bracket and higher top rate of 7.6%.
Mandatory combined reporting is certainly not a new proposal, as it’s been introduced every year
for the last decade – with the exception of last year. It’s the widely accepted theoretically
consistent constitutional method which is, nevertheless, criticized by some for its potential
complications. New Mexico presently offers three filing methods, with a default to separate
entity reporting, followed by an essentially binding ladder of elections into combined reporting
or federal consolidated reporting. While combined filing can be required, federal consolidated
filing cannot because that group is defined solely by ownership and states must further identify
the related companies that are part of a unitary group.
While separate company filing is the easiest method to plan around, New Mexico has not
adopted most of the defense mechanisms employed by other separate-filing states. Combined
filing is much harder to plan around, but New Mexico has made electing up the ladder into that
method (or consolidated filing) unattractive to many corporations. First, it has taxed foreign
dividends when received as part of such groups. Second, it has a regulation that effectively strips
all past net operating losses of separate filers who choose to begin filing as a group.
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This year, Senator Wirth’s latest combined reporting proposal has changed a bit, as has the
context of the conversation. The federal Tax Cuts and Jobs Act (“TCJA”) changed the way we
tax corporations, and that has direct implications to state taxes and the effects of combined
reporting. The TCJA proposal has introduced a host of changes to federal corporate income tax
computations, including NOL limitations, favorable depreciation rules, unfavorable interest
expensing rules, a change to domestic taxation, and a new foreign income tax scheme known as
Global Intangible Low-Tax Income (“GILTI”), which is an imputing of foreign income of sorts.
States vary with respect to the degree they conform/default to the federal changes. NOL’s are
the least likely to be coupled to federal treatment, and interest income treatment the most likely
to be treated the same as federal. GILTI is the new foreign income of sorts and states are
wrangling with what do with it. Most have or are now providing a dividend received deduction
(DRD’s), and some provide what is known as “factor relief” through changes to the
apportionment formula. New Mexico’s present law substantially conforms to the federal GILTI
provisions, including a federal 50% deduction. New Mexico also generally conforms to other
federal changes including the treatment of interest expense and depreciation.
The current combined filing proposal would impose a default “worldwide” combined reporting
requirement, with elections for filing as a domestic or so-called “water’s edge” combined group,
or as a consolidated filing group (as in current law). The proposal takes the “Finnegan
approach”, meaning that it treats the group as a single entity for purposes of its total income or
loss and its apportionment factor. At our best count, 37 states and the District of Columbia either
require or allow combined or consolidated reporting in some or all cases and ten states require
separate reporting in all cases. Of the combined/consolidated states, eleven either offer an
election to, or would default to, a worldwide combined filing regime. Four of the eleven states
that provide for worldwide combined filing, most notably California, start with that method as
the default, and require the taxpayer to elect an alternative water’s-edge method, whereas the
remaining seven go the other way. No state requires worldwide combined reporting without an
election out. This is with good reason – there was extensive litigation a few decades ago (See
Container Corp and Barclays National Bank) where worldwide combined won the day but drew
an international backlash. States on the front end of that fight, like California, backed off by
allowing water’s-edge options. The proposal currently being considered would grandfather net
operating losses accrued for five years, when the companies that are part of the group filed
separately, but would limit those losses for certain intercompany transactions. The proposal does
decouple not from the new federal GILTI or the 50% deduction, but other aspects of how it
would be apportioned or whether it would be subject to a DRD are not clear.
Market based sales factor sourcing is a recurring proposal that implicates the rules for
apportioning business income for tax purposes. To be constitutional, states cannot tax the whole
of multistate income. Instead they must use some method of “fair apportionment.” Historically
since the 1950’s, states did this by employing a 3-factor formula, taking the average of three
percentages—a company’s payroll in the state over all payroll, property in the state over all
property, and sales in the state over all sales. With respect to the latter – the sales factor, sales of
property were treated as sales where the property was delivered. But whether for simplicity or
some other reason, sales of services and intangibles have traditionally been sourced to the single
state that had the most costs of performance of the activities giving rise to those sales. This
means that those sales are typically treated as sold in the one state that has the most property and
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payroll for the company. In recent years, the trend has been for states to change the sourcing rule
for sales of services and intangibles to be treated more like sales of property – sourcing them
where the buyer is. This approach is intellectually consistent with apportionment theory – that
both the production (property and payroll) and market states give rise to income. However,
changing from one method to the other creates winners and losers. Because states have different
rules, currently, this can also result in a state sourcing some of its sales to multiple states—or no
state. But states have been moving in the direction of market-based sourcing so that states like
New Mexico are now in the minority. Mechanisms can be created to address hardship or unfair
results if desired, and some states have done that.

[NMTRI note: the combined filing proposal offers 3 filing group options and doesn’t strip
NOL’s. That’s a pretty fair approach for taxpayers, although it won’t work for everyone. The
proposal is in need of some technical cleanup. GILTI and how it is treated is another question.
We trust we’ll hear from stakeholders about it. The market-based sourcing proposal is fairly
generic and goes with the trend. The approach generally favors New Mexico’s locally based
businesses who are increasingly disadvantaged by the trend in other states to apportion their
sales on a market basis, while New Mexico includes those same sales under its cost of
performance rules. For the losers under the new rules, it may be possible to provide some kind of
relief/soft landing. Stay tuned.]
Thanks For Reading
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Join us weekly through the session as we try to
provide balanced policy analysis, commentary and
discussion of the tax and budget proposals that
implicate tax policy in New Mexico. Of course,
tax proposals – particularly bad ones – tend to be
regurgitated (so to speak) from year to year. So,
merely recalling what’s been introduced (but
failed to pass) in recent years will give you some
idea of what will be introduced again. For
confirmation of that, all you need do is scroll
down to the table of bills already introduced
below.

Bills with significant tax implications in the 2019 Regular Legislative Session:
Note – Income Tax bills are effective tax years beginning on or after January 1, 2020 unless
otherwise noted. “TYBA” = Tax years beginning on or after. Bills with an emergency clause are
effective upon signature if enough votes are obtained. Bills with no effective date Other notes:
“CS” indicates committee substitute; “a” indicates amended.

Bill Number
& Sponsors:

Title and Link to bill language
& Description

AssignmentsLocation:

HB 6
J Trujillo,
Stapleton
Williams,
Martinez,
Herrera,
Maestas

Tax Changes HB 6
The House’s first stab at a tax reform bill. Includes provisions for
mandatory combined corporate income tax filing, market base sourcing,
remote sales gross receipts taxation with destination based reporting and
local option compensating tax (effective in the future), local option
compensating tax, hospital taxation, hold harmless changes and GRT
repeals, fuel tax and motor vehicle registration increases, and GRT rate
reduction.
Rural Health Practitioner Tax Credit Changes: HB 41
Moves the $3K credit beneficiaries into the category of $5K
beneficiaries (eliminating the $3K category). Also adds pharmacists,
social workers, and anyone licensed pursuant to the counseling and
therapy practice act the list of qualified healthcare practitioners that are
eligible for the credit.
Local Economic Development Taxes: HB 155
Increases municipal and county infrastructure gross receipts tax rate
maximums to 5/8%, increases minimum amount expended on ED
program support or implementation, and requires new additional county
option authority be subject to referendum.
Tax Deduction for Nonresident Beneficiary: HB 163

HTRC-HTRC

HB 41
M Garcia

HB 155
Dow

HB 163
J Trujillo
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HHHC/HTRC
-HHHC

HCEDC/HTR
C-HCEDC

HJC/HTRCHJC

HB 162
J Trujillo

HB 165
Sweetser

HB 176
J. Trujillo

HB 179
C Trujillo
HB 184
M. Garcia

HB 185
J Trujillo

HB 188
Brown

HB 201
Brown

Creates a deduction from trust income for the portion of income set aside
for distributions to non-New Mexico beneficiaries. Excluded from the
deduction is income that would be subject to NM income tax if earned by
a nonresident.
Insurance Premiums Tax Provisions: HB 162
Makes the Insurance Premiums Tax subject to the provisions of the Tax
Administration Act, adds distributions to the law enforcement and fire
protection funds, and requires the Superintendent of Insurance
information necessary for the TRD to administer the premiums tax.
Modifying High Wage Jobs Tax Credit: HB 165
Makes significant changes to the requirements including eligibility
requirements (JTIP eligibility only), increases the cap on a qualifying
wage to $150K, and reduces the credit percentage to 8.5%. Also, the
qualifying job can be eligible for the credit for four years.
Broadband Telecomm Facility Gross Receipts: HB 176
Creates a new gross receipts and compensating tax deduction for
“broadband telecommunications network facilities components”, or
equipment used by telecommunications companies to supply internet
access and related services.
Feminine Hygiene Product Gross Receipts: HB 179
Creates a new gross receipts tax deduction for “feminine hygiene
products”, along with separate reporting requirements.
Apprenticeship Program Income Tax Credits: HB 184
Until 2024, creates a personal and corporate income tax credit of up to
the first $1000 in wages paid to a “qualified apprentice” (up to $2000 if
the apprentice received a high school diploma or GED within four years
prior to the service). The credit may not be taken for more than five
years and may be carried forward three years and prorated for qualified
apprentices working seven months or more.
Electric Motor Vehicle Excise Fees and Tax Credits: HB 185
Until 1/1/2027, creates refundable personal income tax credits for
electric and hybrid vehicles, and charging devices. For cars, the credit is
$2500, and $3500 for those single filers with taxable income less than
$50K and married/joint and HoH filers earning less than $75,000. The
credit for charging devices is not means tested at $300. The car program
has an annual expenditure cap of $5M, while the charger credit program
is capped at $500K. The proposal also increases fees on electric and
hybrid vehicles ($25 and $15, respectively).
Motor Vehicle Excise Tax to State Road Fund: HB 188
Shifts the MVX from the general fund to the road fund over three years
(25% road/75% GF in 2020, 75% Road/25% GF in 2021, and 100% road
fund.
County Road Fund Tax Refund Donation: HB 201
Provides for a personal or corporate income taxpayer to contribute a
portion of their tax refund to the road fund of the county of their choice.
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HHHC/HTRC
-HHHC

HCEDC/HTR
C-HCEDC

HCEDC/HTR
C-HCEDC

HHHC/HTRC
-HHHC
HLVMC/HT
RC-HLVMC

HENRC/HTR
C-HENRC

HTPWC/HTR
C-HTPWC

HTPWC/HTR
C-HTPWC

HB 211
Gonzales/Cr
owder

HB 219
Small, Dow,
Romero
HB 221
McQueen

HB 247
Chandler

HB 257
Ezzell

HB 261
Romero/Tho
mson
HB 288
Johnson/Lun
dstrom

HB 335

It also provides a nonrefundable personal or corporate income tax credit
for a donation made to county road funds of up to $1 million.
County and Municipal Gas Tax Changes: HB 211
Renames the County and Municipal Gasoline Tax Act to the County and
Municipal Fuels Tax Act, and expands it use and authorization to all
municipalities and counties and increases the amount of the tax to up to
10 cents per gallon.
Make Angel Investment Tax Credit Refundable: HB 219
Prospectively changes the five-year carryforward provision in present
law of unused credit balances to allowing unused balances to be refunded
to the taxpayer.
Home Energy Efficiency Income Tax Credit: HB 221
Beginning 1/1/19 and until 2025, creates a refundable personal income
tax credit, capped in the aggregate to $1M/yr, until 2023 and $2M for
2023 and 2025, for expenditures that increase energy efficiency by 20%
or more: 30% not to exceed $3K; and by 40% or more: not to exceed
$4K. The recipient cannot be related to the contractor doing the work
and the assessed savings will be determined via guidelines issued by
EMNRD.
Increase Corporate Income Tax Rates: HB 247
Effective tax years beginning on or after 2020, creates an new tax
bracket for income over 500,000 and under $1M at a rate of 6.4%, and
raises the tax for incomes above $1M from 5.9% to 6.9%, and then raises
that rate to 7.6% in 2021.
Enviro Services Gross Receipts Uses: HB 257
Broadens the applicable use of the gross receipts tax increment for
municipal environmental services to be applicable to disposal of
demolition debris and for use in storm water runoff control, and expands
the base of those that can impose it to communities with property tax
values in 2008 in excess of $600M versus $750M.
Increase Cigarette Taxes: HB 261
Slightly more than triples the cigarette and tobacco products taxes, and
distributes the additional revenues to public schools rather than health
related expenditures.
Rural Infrastructure Tax Credit: HB 288
Beginning 1/1/19 and prior to 1/1/2025, creates a tax credit against
“modified combined tax liability”, and personal and corporate income
tax in the amount of 30% of a “qualified investment” (at least $1M
infrastructure that include building and equipment) that has “quantifiable
benefits”. Recipients must obtain a certificate of eligibility from the
MFA, and overall credits cannot exceed $10M/yr (carried forward in
order received). Owner of partnerships and LLCs are eligible
beneficiaries, but S-Corps and LLPs(?) are excluded. The credit may be
carried forward 10 years.
Create New Top Income Tax Bracket: HB 335
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HLLC/HTRC
-HLLC

HCEDC/HTR
C-HTRC

HENRC/HTR
C-HENRC

HCEDC/HTR
C-HTRC

HJC-HJC

HHHC/HTRC
-HHHC

HCEDC/HTR
C-HTRC

HTRC

Ely

HB 345
J Trujillo,
Pratt,
Martinez,
Herrera
HB 346
J Trujillo,
Pratt,
Martinez,
Herrera
HB 347
Strickler,
Alcon,
Garcia,
Allison,
Bandy
HB 353
Strickler,
Scott, Nibert,
Brown,
Bandy
HB 356
Martinez,
Ely, Maestas,
Armstrong,
Rubio

HB 365
Garcia

HB 372
Armstrong

Creates a 5.9% bracket for individuals with taxable income above,
$210,000, married and HoH filers earning in excess of $315,000, and
married individuals filing separately earning more than $157,500.
Health Practitioner Gross Receipts: HB 345
Phases in over 3 years an expansion of the healthcare practitioner
deduction in 7-9-93 to include copayments and deductibles but
eliminates deductions for payments to providers under traditional
indemnity plans through definition of “fee-for service.”
Expand Healthcare Practitioner Gross Receipts: HB 346
Broadens the deductions found in §§7-9-77.1 and 7-9-93. Changes the
healthcare practitioner definition to “healthcare provider” and adds
“qualifying healthcare entity” to the list of those whose services are
deductible.
Coal Sale & Processing Receipts: HB 347
Creates a phased-in GRT deduction up to 75% (25% until 7/1/20; 50%
until 7/1/25; and 75% until 7/1/32 for the sale or processing of coal
subject to the severance tax. Also similarly phases in tax reductions for
coal under the Severance Tax, the Processors Tax, and the Oil & Gas
Conservation Tax.
Reduce Certain Oil and Gas Tax Rates: HB 353
Increases the price threshold for oil and natural (from $1.15 to $2.00 and
$15 to $38 for natural gas and oil, respectively), where the severance and
emergency school tax rates are reduced when prices fall below.
Cannabis Regulation Act: HB 356
Creates a regulatory and tax structure for the production and sale of
recreational marijuana. With the respect to taxes, the Cannabis Tax Act
is created, subject to the rules of the Tax Administration Act, and is
administered by the Taxation and Revenue Department. It creates the
Cannabis Excise Tax, which is imposed on the sale of cannabis products
at a rate of 9% and is not imposed on wholesale sales between licensees.
Counties and Municipalities can impose their own tax (similar to local
GRT increments) in sixteenths up to 3% without voter approval. Their
imposition is general purpose.
Personal Income Tax Modifications: HB 365
Creates nine new tax brackets ranging from 1.7% (for incomes not over
$5K single, $8K married or HoH), to 7.9% (for incomes above $175K
single, $250K married or HoH.
GRT Deduction for Processed Meats for Home: HB 372
Creates a new gross receipts tax deduction for the sale of “processed
meat products” for home consumption – defined as meat from cattle,
sheep, goats, swine, bison, poultry and ostriches.
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SB 6
Tax Determination of In-State Sales: SB 6
Wirth/Harper Eliminates language in the distribution rules in the Tax Administration
Act as well as in the tax refund designation language in the personal
income tax act that limits contributions and distributions for purposes of
assisting NM national guardsmen and their families when deployed
overseas.
SB 7
Occupancy Tax for Affordable Housing: SB 7
Wirth
Provides that up to on half of the occupancy tax imposed by a
municipality pursuant to the Lodgers Tax Act attributable to “short term
occupancy rentals” may be used for affordable housing.
SB 11
Gross Receipt for Certain Nonprofit Organizations: SB 11
Cisneros
Adds prime contractors of federally designated national laboratories to
the list of exceptions to the general gross receipts tax exemption for
nonprofits (effectively targeting Los Alamos National Laboratories for
taxations under the GRT).
SB 39
Solar Market Development Tax Credit: SB 39
Stewart
Reinstates retroactively the sun-setted credit and changes program, caps
the overall credit program at $5M, and individual credits are limited to
$9K. Benefits are determined on a phased-in sliding scale of 10% of
allowable costs if the system is installed prior to 1/1/21, and is reduced
over time to 6% through 2033.
SB 71
Medical Cannabis Gross Receipts: SB 71
McSorley
It just doesn’t matter.
SB 72
Increase Cigarette Tax and Distributions: SB 72
McSorley
It just doesn’t matter.
SB 98
Additional Upper-Tier Income Tax Brackets: SB 98
O’Neill
Adds an upper tax bracket of 8.2% for singles taxable income above
$250K, and married households with taxable income in excess of $375K.
SB 106
Short-Term Occupancy Tax: SB 106
Sapien
For purposes of the occupancy tax imposed by municipalities pursuant to
the Lodgers Tax Act, eliminates the exclusion for three or fewer units
SB 113
Local Economic Development Taxes: SB 113
Stefanics
Increases municipal and county infrastructure gross receipts tax rate
maximums to 5/8%, increases minimum amount expended on ED
program support or implementation, and requires new additional county
option authority be subject to referendum.
SB 129
Tax Protests & Admin Hearing Office: SB 129
Candelaria
Changes a number of provisions in the Tax Administration Act designed
to reduce protest volume make informal resolution of disputes easier and
faster.
SB 166
Increase Cigarette & E-Cigarette Taxes: SB 166
C Sanchez
Adds definitions of e-cigarette devices, liquids, and “little cigars” to the
tobacco products tax act and subjects them to tax; increases cigarette
taxes to 10 cents per cigarette; and creates a reduction in tax in the
14
Tax Matters: The Newsletter of the New Mexico Tax Research Institute
© 2019 New Mexico Tax Research Institute. All rights reserved.

SCORC/SFCSCORC

SCORC/SFCSCORC

SCORC/SFCSCORC

SCORC/SFCSCORC

Tabled
Indefinitely
Tabled
Indefinitely
SCORC/SFCSCORC
SCORCSCORC
SCORC/SFCSCORC

SCORC/SJCSCORC

SPAC/SCOR
C/SFC-SPAC

SB 183
Ortiz y Pino
SB 220
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C Sanchez
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Burt

SB 333
Sedillo
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SB 335
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amount of 25 or 50% depending on if and what type of modified risk
tobacco order has been issued by the U.S. Secretary of Health.
Increase Working Families Tax Credit: SB 183
Doubles the rate of credit from 10 to 20% of the federal earned income
tax credit.
Certain Property Tax Increase Limits: SB 220
Increases the income limit for those eligible for the property tax
limitation (freeze) for disabled individuals over 65 to $35K of
“modified” gross income in tax years 2020 and after.
Medical Cannabis Gross Receipts & Deductions: SB 242
Adds “medical cannabis” to the oxygen and oxygen services gross
receipts tax deduction found in 7-9-73.2.
Agricultural Biomass Tax Credits: SB 268
Extends by ten years the present law personal and corporate income tax
for biomass used in electricity generation or other specified ways by
dairies and feedlots, from its current sunset of 1/1/2020 to 1/1/2030.
Income Tax Dependent Deduction: SB 308
Creates a personal income tax deduction in the amount of $4K per
“dependent” (as defined in IRC Sec. §152) claimed on the federal return,
if the personal exemption amount (IRC §151) means zero.
Tax Deduction of Certain Business Expenses: SB 308
Amends the definition of base income in the personal and corporate
income tax acts to exclude ordinary and necessary business expenses
otherwise allowed to be claimed as a federal tax deduction, but
disallowed by IRC §280E, where those expenses were related to the
lawful conduct of business in NM.
Military Retiree Income Tax Deduction: SB 330
Provides a phased-in deduction from military retirement income of
“uniformed military retirees” starting at 25% not to exceed $6250 for
2020, 50% not to exceed $12.5K for 2021, 75% not to exceed $18.75K
for 2022, and 100% not to exceed $25K in 2023 and thereafter.
Electric Vehicle Income Tax Credit: SB 333
Until 1/1/2027, creates refundable personal income tax credits for
electric and hybrid vehicles, and charging devices. For cars, the credit is
$2500 $3500 for those single filers with taxable income less than $50K
and married/joint and HoH filers earning less than $75,000. The credit
for charging devices is not means tested at $300. The car program has an
annual expenditure cap of $5M, while the charger credit program is
capped at $500K. The proposal also increases fees on electric and hybrid
vehicles ($25 and $15, respectively).
Combined Tax Reporting: SB 335
Requires separate taxpayers to file on a worldwide combined basis, and
provides an election for water’s edge combined filing as well as the
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Sharer

present law consolidated reporting method. The proposal follows
Finnegan combined approach and contains loss transition provisions.
GRT Deduction for In State Transportation: SB 347
Creates a new GRT deduction of instate transportation services provided
by a company located within 30 miles of a port of entry.
Distribution of GRT or Income Tax: SB 348
Eliminates .225 of the 1.225% municipal distribution of GRT from the
state’s share and replaces it with an income tax distribution as calculated
by the TRD.
Data Center Gross Receipts: SB 352
Creates a new GRT deduction for the sale or lease of certain property
with the use of a new NTTC, and the value of other “eligible costs”
related to the project can be factored into the credit against compensating
taxes due.
Tax Reform: SB 358
Eliminate corporate and personal income tax, motor vehicle excise tax,
eliminate most GRT exemptions and deductions
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NEW OIL AND GAS STUDY RELEASED
The latest oil and gas study in New Mexico: A Comparative Analysis – the Oil and Gas
Industry’s Fiscal Contribution to State Governments has been released by NMTRI. The most
comprehensive of its kind to date, the study conducted by accomplished accounting and
consulting firm Moss Adams LLP compares the state and local contributions of the oil and gas
industry in New Mexico and eight other states – all in terms of production value. This as New
Mexico moves into position as the number 3 on-shore producing state in the nation (9th for
natural gas). While the figures are impressive, it’s fair to point out that by comparison, Texas
has 8 to 10 times the production value of NM. Still, the technology improvements, strong oil
prices, and acreage over a particularly sweet producing formation - the Delaware portion of the
Permian basin, have made huge changes to a previously declining industry, and is the primary if
not singular contributor to the significant surplus the state currently enjoys.

Production Volume (FY2017)
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Estimated Production Value (FY2017, $billions)

Not shockingly, New Mexico was conservatively amongst the highest in direct tax burden at 3rd
highest. When combined with royalty income, New Mexico’s state and local coffers received
the largest overall contribution relative to production of any of the compared states – nearly 22%
of production value. Somewhat unique, New Mexico also receives the largest investment
income return, relative to production volume, as a result of our permanent fund returns
attributable to oil and gas. This adds a significant and stabilizing effect to the general fund and
other beneficiaries as its revenue streams are sensitive to market conditions in general over time,
but they aren’t nearly as sensitive to oil and gas price volatility as production related income
streams. High volatility and the budgetary challenges it presents are the challenge and downside
to the benefits we receive from the extractive industry.
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The in addition to high taxes, the high level of royalties enjoyed by the state are a direct result of
the fact that the vast majority of New Mexico’s production takes place on state and federal trust
land – more than any other state in our group – meaning that royalties that would go to private
landowners in some states go mostly to the state and federal government in NM (NM gets 48%
of royalties generated on federal trust land in the state).
Percent Production Volume by Land Ownership Type
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Moss Adam’s did yeoman’s work to compile the voluminous data involved in this mammoth
undertaking. The general report can be found on our website HERE, and the longer
comprehensive draft report is HERE.
[NMTRI note: Studies such as this can ask as many questions as they answer, but should
contribute to the myriad policy conversations we engage int. What goes up, must in fact come
down – and that’s true of oil prices as well. Managing the volatility is difficult and challenging,
bust must be done prudently if we are to maximize the benefit of the resource while minimizing
the pain during downtimes. Strong reserves, the new stabilization fund, growing permanent fund
share of the general fund, and the elusive diversification of our economy our some of the
answers. Permanent fund earnings are of course dependent on good management and subject to
other market forces but are more stable and represent at present around $1B in GF revenue, or
nearly 14% of the GF’s revenue – second only to GRT and personal income tax. The earnings
also represent prior period contributions and although they can be viewed relative to production
value for comparison purposes, they should not be double counted.]

KNICK KNACKS
Tax Foundation Publishes Map on MFG Equipment Taxation
New Mexico is in a minority of states that do tax manufacturing equipment. We’ll talk about
this more and in the context of current tax proposals, including those pertaining to broadband and
data centers in the next edition.
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TAX QUOTABLES
“The best argument against democracy is a five-minute conversation with the average voter.”
~Winston Churchill
“There may be liberty and justice for all, but there are tax breaks only for some.”
~Martin A. Sullivan
“A fanatic is one who can't change his mind and won't change the subject.”
~Winston Churchill
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COMMENTS: Your suggestions and comments on this newsletter, the
conferences (past or future), the Distinguished Lectures Series, our research or
any aspect of NMTRI’s operation and programs are welcome. Please send them
to richard.anklam@nmtri.org, call 505-269-6791 or mail them to P.O. Box
91657, Albuquerque, New Mexico 87199-1657. We genuinely solicit your
input and thank you for your support.
"The power to tax involves the power to destroy" - McCulloch v.
Maryland, 17 U.S. 316 (1819), Chief Justice John Marshall.
“Taxes are what we pay for civilized society” Campañía General de
Tabacos v. Collector, 275 U.S. 87, 100 (1927), Justice Oliver
Wendell Holmes, dissenting.
Join NMTRI today!
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