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In New Mexico, the Taxation and
Revenue Department stopped
fraudulent refunds of $11.8 million in
FY14, $9.6 million in FY15, and $10.1
million to date in FY16. New Mexico is
one of many states distributing refunds
to taxpayers more slowly this year
than in the past. Increased security
concerns related to fraudulent tax
refund activity have driven combined
IRS, state, and industrywide efforts to
combat tax fraud.
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Taxation and Revenue Department

At the end of the third quarter of FY16, the Taxation and Revenue Department
(TRD) increased audit assessments significantly relative to recent years but is
struggling to collect money owed on some audits. Motor Vehicle Division (MVD)
continues to perform well while implementing the replacement of the division’s
outdated IT system. After a lull in property tax reimbursements, a change in
strategy has Property Tax on track to meet the collection target.

Tax Administration

Reflecting recent efforts to better target high-yield audits, the Audit and
Compliance Division (ACD) was just $500 thousand shy of the all-time high of
$146.4 million in audit assessments (in FY13) by the close of the third quarter.
Overall collections of current year assessments, about $183.3 million, exceed third
guarter FY15 collections. However, the current year collections measure (below)
only includes field audits, not tape assessments or limited scope audits, and in that
regard the department is collecting less than the target and less than has been
historically collected. Collections of outstanding balances from the end of FY15
now total $93.6 million, or about 14.4 percent, of collectible balances.
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Collections as a percent of
collectable audit assessments
generated in the current fiscal
year plus assessments generated
in the last quarter of the prior
fiscal year (cumulative)

59% 60% 60% 48% 35% Y

Collections as a percent of
collectable outstanding balances
from end of the prior fiscal year
(cumulative)

15.5% | 18.0% 7.8% 11.3% | 14.4%

Electronically-filed personal
3 income tax and combined 91.5% | 92.0% | 85.0% | 85.0% | 90.0%
reporting system returns
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Motor Vehicle

In late FY15, MVD successfully launched the driver component of the division’s
new IT system, Tapestry. The second phase involves replacing the vehicle services
component and is on track to be rolled out September 6, 2016. Throughout the
process, MVD has kept wait times below target at most times.

Motor Vehicle FY15 | FY16
Q1 Q2 Q3 Rating
Budget: $27,965.8 ‘ FTE: 347 Actual | Target
Average call center wait time to . . . . .
4 | reach an agent, in minutes 5:.09 | <500 | 9:17 3:58 451 | @&»
5 Reg|stered vehicles with liability 91% 92% 91% 92% 92% -
insurance
Average wait time in g-matic . . . . .
6 equipped offices, in minutes 15:36 19:00 16:47 11:26 12:53 -
Program Rating G G
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Property Tax

Property taxes contribute approximately $1.5 billion of revenue to New Mexico’s
counties annually. After two and one-half years of non-payment, delinquent
property tax accounts are transferred to the Property Tax Division for collection
pursuant to Section 7-38-62 NMSA 1978.  After experiencing decreased
collections last fiscal year while targeting delinquent taxes near the ten year
expiration, the department is focusing on higher yield delinquencies and is on
target after three quarters of FY16 to meet the collection target of $11 million.
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Property Tax

perty FY15I FY16 o1 Q2 03 Rating
Budget: $3,452.0 | FTE: 41 Actual | Target

Delinquent property tax collected
7 | and distributed to counties, in $10.4 | $11.0 $3.3 $2.2 $2.9 -

millions

Counties in compliance with sales
ratio standard of eighty-five

0, 0, 0, 0,
8 percent assessed-value -to- New 95% 9% 9% 9% -
market-value
Program Rating 6 G

Compliance Enforcement

For the third quarter, one new case was assigned to investigators and three tax
cases were referred for prosecution. However, this measure is cumulative and the
determination on whether the target is met will be made at the close of the fiscal
year. To date, of the six cases assigned to investigators, four have been referred for
prosecution.

Recent tax fraud prosecutions:

e A woman from Alamogordo
was indicted for numerous
counts of tax fraud, forgery,
and identity theft. She
attempted to defraud between
$24.5 thousand and $122.5
thousand from the state.

e Atax preparer from Espanola
was indicted for filing false tax
returns and failing to pay
taxes. She allegedly prepared
over 35 false PIT returns for
her clients, totaling between
$14 thousand and $70
thousand and also owes an
additional $21 thousand for
failing to pay GRT on her tax
business.

e The owner of a Sunland Park
smoke shop was indicted for
failing to pay over $100
thousand in GRT between
2013 and 2015.

Compliance Enforcement
P FY15I FY16 o1 Q2 03 Rating
Budget: $1,766.3 FTE: 22 Actual | Target
Tax investigations referred to
prosecutors as a percent of total o o o o o
9 investigations assigned during the 8% 50% 0% 20% 67% -
year (cumulative)
Program Rating 6 6

Program Support

TRD strives to timely resolve and defend against taxpayers’ protests and to comply
with the law concerning a taxpayer’s right to protest. As of the end of the third
quarter, the office is on track to resolve the target number of tax protest cases.

Program Support

g pp FY15| FY16 o1 Q2 03 Rating
Budget: $21,712.6 | FTE: 182 Actual | Target
10 | Tax protest cases resolved New 1300 441 378 367 ‘
Program Rating G G

KEY ISSUES

As technology advances and becomes
more accessible to most individuals in
New Mexico, the Taxation and
Revenue Department must focus on
increasingly using web-based options
to provide services to taxpayers to
maximize efficiencies. Encouraging or
requiring online tax filing, tax payment,
and motor vehicle transactions should
be a priority for the department to
increase efficiency, decrease the need
for personnel, and redirect resources
towards audit and compliance efforts.
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