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Funding Government in New Mexico



State of New Mexico
General Fund Recurring Revenue Sources FY 09

Gross Receipts 
34.9%

Compensating 
1.3%

Selective Sales
7.7%Personal Income

17.5%

Corporate Income
3.7%

Severance Taxes
8.4%

License Fees
1.0%

Interest Earnings
12.9%

Rents & Royalties
10.4%

Tribal gaming
1.2%

Misc Receipts
1.0%

Total Recurring Revenues = $5,245 Million
Source:  NM Dept of Finance and Administration, Dec. 2009
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Financing Public School Operations in New Mexico
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GENERAL FUND REVENUE SOURCES
 NM COUNTIES, FY 08

Property Taxes
54.2%

Other Total 
14.3%

Other State 
Shared 

2.3%

Federal 
3.1%

Licenses and 
Permits

0.7%

Gross Receipts 
County 

Equalization
4.2%
Gross Receipts 

Local 
19.6% Franchise Taxes

1.7%
Source:  NM Local Government Division

Total General Fund = $702.8 Million

GENERAL FUND REVENUE SOURCES
 NM MUNICIPALITIES, FY 08

Franchise Taxes
3.8%

Gross Receipts 
State Shared

20.4%

Gross Receipts 
Local 
51.4%

Licenses & 
Permits

1.0%Federal 
Assistance

0.0%

Other State 
Shared
1.4%

Other Total 
14.5%

Property Taxes
7.5%

Source:  NM Local Government Division

Total General Fund = $1,178 Million

Funding Local Government
Operations
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Context: The Great Recession and 
State Revenue Shortfalls
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Current job losses in New Mexico virtually unprecedented

Annual Growth in Nonfam Employment 
New Mexico and US
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Growth in NM Wage & Salary Employment This Decade, 2000-08
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Note:  Figures for State & Professional & Business Services adjusted to 
reflect current ownership of Los Alamos National Laboratory.

Source:  NM Dept of Workforce Solutions, 
Bureau of Economic Analysis (military)
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2009 – The Worst Downturn in Decades

BBER FOR-UNM, Nov 09

Change in New Mexico Employment
2008 to 2009
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Run-up in oil & gas prices after 2002 culminating in 2008 spike.  
After August 08, energy prices and forecasts fell off the butte…. 
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State Revenues:
Recurring General Fund (December 09)

$Millions

FY 08 FY09 FY10 FY 11
Actual Prelim Forecast

Total $6,015 $5,320 $4,823 $5,121

General Sales 1,923 1,902 1,760 1,815

Income Taxes 1,568 1,121 1,150 1,257

Mineral Taxes 626 440 357 385

Rents & Royalties 610 544 335 407

Source:  Presentation by DFA Secretary Katherine Miller to the Legislative Finance Committee on the October 2009 Consensus
Revenue Estimates.
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Source:  Presentation by DFA Secretary Katherine Miller to the Legislative Finance Committee on the October 2009 Consensus
Revenue Estimates.



Evaluating the Revenue Options



Evaluating the Revenue Options  -- Some Criteria

•Temporary, permanent; quick fix, longer term
•Adequacy of revenues
•Responsiveness of revenues to underlying growth of the economy

•Elastic (grows faster than income) versus inelastic (grows slower)
•Stability over time
•Performance over the business cycle, over the construction cycle

•Responsiveness of revenues to changes in the tax (price elasticity)
•Tax burden by income category – vertical equity

•Proportional – rises proportionate with income
•Regressive – falls disproportionately on those with lower income
•Progressive – burden increases with ability to pay

•Fairness, horizontal equity – do those in similar situation pay similar
amounts

•Economic effects
•Neutrality, distorts market signals
•Helps to bring private costs in line with social costs (carbon tax, 

cigarette tax)
•Ease of administration
•Political feasibility, consistency with other policy objectives
•Exportability 
•Federal law, State constitution
•Impact on local taxing jurisdictions UNM Bureau of Business and Economic Research



Revenue Options:  Gross Receipts Tax

The gross receipts tax is a tax on the seller for the privilege 
of doing business in New Mexico.  Unlike most sales taxes, 
the gross receipts tax is a very broad-based tax. Some 
activities and industries are exempt from the state gross 
receipts tax, many by virtue of their taxation under other 
laws. Various deductions are also allowed, including (since 
2005) receipts from the sale of certain food and certain 
medical services. In spite of the numerous specified 
exemptions and deductions from gross receipts taxation, 
the general presumption is that all receipts of a person 
engaging in business in the State are subject to the state 
gross receipts tax. 

With exerpts from the City of Albuquerque Annual Financial Statement, FY 2009.

UNM Bureau of Business and Economic Research



Source:  National Tax Foundation, Facts and Figures Handbook:
How Does Your State Compare, 
http://www.taxfoundation.org/publications/show/2181.html

State tax rate used by Tax Foundation for 
NM is 5.375% and this rate gives ranking of 
29th compared to other states (highest to 
lowest).  Total tax rates within NM 
municipalities in many cases considerably 
exceed 7%.  Difference with other states is 
that our tax base is much, much broader.

UNM Bureau of Business and Economic Research



Possible options for raising additional revenue from 
State gross receipts tax:

• Increase State rate (currently 5%)

• Eliminate deduction for food sales entirely or selectively 
(soda pop)

• Restore tax on food sales and simultaneously restore 
0.5% municipal credit, so that tax rates in municipalities fall 
by 0.5%.

• Eliminate various tax expenditures, or the special 
treatment provided some industries

UNM Bureau of Business and Economic Research

See last page of this handout for LFC estimates of $ impacts.



Revenue Options: Selective Sales Taxes:

• Increase gasoline tax

• Increase auto excise tax

• Increase cigarette tax

• Increase liquor taxes

UNM Bureau of Business and Economic Research

See last page of this handout for LFC estimates of $ impacts.
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Liquor Taxes, July 1, 2009

Tax Per Gallon State Ranking

State Spirits Tax               $6.06 14

Wine 1.70 4

Beer .41 9

Source:  National Tax Foundation, Facts and Figures Handbook:
How Does Your State Compare, 
http://www.taxfoundation.org/publications/show/2181.html
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Revenue Options:  Personal Income Tax

Increase marginal rate for higher income tax payers 
(e.g., with AGI above $200k)

•Roll back tax reductions put in place in 2003

•Impose personal income tax surcharge on higher 
income tax payers

•Make changes temporary or permanent

See last page of this handout for LFC estimates of $ impacts.

UNM Bureau of Business and Economic Research



Single Joint Single Dependents 

As of July 1, 2009 No 1.7% > $0 $5,450 (a) $10,900 (a) $3,500 (a) $3,500 (a)
3.2% > $5,500
4.7% > $11,000
4.9% > $16,000

As of July 1, 2008 No 1.7% > $0 $5,150 (a) $10,300 (a) $3,300 (a) $3,300 (a)
3.2% > $5,500
4.7% > $11,000
5.3% > $16,000

1.7% > $0
3.2% > $5,500
4.7% > $11K
5.3% > $16K (a)
1.7% > $0
3.2% > $5,500
4.7% > $11K
5.7% > $16K
1.7% > $0
3.2% > $5,500
4.7% > $11K
6% > $16K
6.8% > $26K
1.7% > $0
3.2% > $5,500
4.7% > $11K
6% > $16K
7.1% > $26K
7.7% > $42K 
1.7% > $0
3.2% > $5,500
4.7% > $11K
6% > $16K
7.1% > $26K
7.9% > $42K
8.2% > $65K 
1.7% > $0
3.2% > $4K
4.7% > $8K
6% > $16K
7.1% > $28K
7.9% > $46K
8.2% > $50K 

Tax Foundation www.taxfoundation.org

$ 2,900 (a) $ 2,900 (a) As of July 1, 2002 No $ 4,550 (a) $ 7,600 (a) 

As of July 1, 2003 No $ 4,700 (c) $ 7,850(c) $ 3,000 (a) $ 3,000 (a) 

$9,700 (a) $3,100 (a) $3,100 (a) 

As of July 1, 2004 No $ 4,750 (a) $ 9,500(a) $ 3,050 (a) $ 3,050 (a) 

As of July 1, 2006 No $5,000 (a) $10,000 (a) $3,200 (a) $3,200 (a) 

As of July 1, 2005 No $4,850 (a) 

As of July 1, 2007 No $5,150 (a) $10,300 (a) $3,300 (a) $3,300 (a) 

New Mexico Individual Income Tax Rates, 2002-09
Personal Exemptions (c)

State

Federal 
Deduct-
ibility 

Marginal Rates and Tax 
Brackets for Single 
Filers (a)

Standard Deduction
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Source:  National Tax Foundation, Facts and Figures Handbook:
How Does Your State Compare, 
http://www.taxfoundation.org/publications/show/2181.html
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Revenue Options: Corporate Income Tax

Move to Unitary Combined Reporting as has been
advocated by Gerry Bradley with Voices for Children
and Sen. Peter Wirth.

UNM Bureau of Business and Economic Research





What about the Property Tax?

Unpopular tax – associated historically with the loss of titles to land

Railroad & public school interests combine early to minimize reliance on property 
tax and in support of what became the gross receipts tax.

Property tax’s role in funding public school operations negligible since statewide 
property tax eliminated in early 1980’s and remaining authority under 20 mill 
Constitutional limit was given to munis and counties.  State takes credit for 0.5 
mill levy imposed by local school districts and reduces revenues under 
equalization formula accordingly.

Now statewide property tax is only utilized for debt service on State GO bonds, 
which primarily fund educational purposes.  Bonding capacity limited by 
Constitution (outstanding debt <= 1%  assessed value)

UNM Bureau of Business and Economic Research



Property Tax – Tax Lightening Issue

Judge Zaps Tax Lightning,
Sean Olson Albuquerque Journal, 8/14/09

In a decision that could force an overhaul of tax policy statewide, a district judge 
has struck down part of a law that often results in home buyers paying significantly 
higher property taxes than people already living in similar homes in the same 
neighborhood.

Second Judicial District Judge Theresa Baca ruled that a 2001 state law unfairly 
created a class of people who are taxed more because of when they bought their homes 
— a phenomenon known as "tax lightning."

Baca ruled that violated the state constitution [which “allows differences in 
taxation, but only based on age, income or whether a property is occupied by its owner”]. 

The 2001 law intended to protect the elderly and low-income families living in 
neighborhoods with rapidly rising property values placed a 3 percent annual cap on 
increases in assessed values — except when a home changes ownership.

When that happens, assessors are required to bring the property's assessed value 
to "current and correct" levels — at least 85 percent of market value — the next year.

As a result, homeowners who buy into existing neighborhoods often pay higher tax 
bills than their neighbors. In some cases, up to three times as much as the former 
owners.

UNM Bureau of Business and Economic Research



Property tax system needs an overhaul
Need to bring all properties to current and correct and keep them there through 
scheduled reassessments.

Assessors need the tools to do the job:
• Uniform disclosure of sales prices (& other consideration) for both residential 
and nonresidential properties.  Eliminate confidentiality and make sales price a 
matter of public record. 
• Education and training.  Professionalize staff.
• Up-to-date & reliable computer systems.  Knowledgeable staff.
• Effective oversight by TRD or an Equalization Board

If still necessary, require disclosure of likely future tax bills at time of sale.

Re-write laws to create effective circuit-breakers for those of fixed income and 
those with limited ability to pay (land rich cash poor)

Grapple with taxation of residential land and agricultural land. Consider 
deferrals until time of sale.

Retain yield control provisions and exercise oversight re: classification of new 
value vs. value maintained.  Oversight on debt service obligations & fund 
balances. UNM Bureau of Business and Economic Research



Where New Mexico ranks among the states in terms 
of total property taxes paid:

Property tax per capita (2005, 2008) 48

Property tax per $100 of Income (2005) 47

Median property taxes on owner-occupied 
housing as a percent of median housing 
value (2008) 42

UNM Bureau of Business and Economic Research



Proposal:  Reinstate Statewide Property Tax for Funding Public 
School Operations and Pre-K Programs

Adequacy:  Tax is underutilized.  1 mill statewide should raise over $50 M. 

Stability:  Less affected by cyclical swings in the economy but revenues will 
grow with population and as economy grows and wealth is created.

Equity:  Statewide tax to fund equalization formula addresses inequities 
across communities in ability to pay and recognizes education as a public 
good.  Horizontal and vertical equity possible but requires assessments to 
be fair and uniform, valuations to be current and correct with limitations on 
yield, and circuit breakers for those on fixed or of limited income.
More transparency.

Administration:  System already in place for other taxing jurisdictions.

Economic impacts:  Higher taxes hold down land values but investment in 
good school should increase.  Good schools are good for economic
development:  educated workforce; helps businesses retain and attract 
good people.  Treatment of land versus improvements. Low taxes can 
encourage land speculation.  Consider deferral of taxes until sale.
UNM Bureau of Business and Economic Research
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Tom Clifford, NM LFC, Presentation to UNM Board of Regents
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