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SENATE BI LL 246
A44TH LEGISLATURE - STATE OF NEW MEXICO - SECOND SESSION,

2000
| NTRODUCED BY
Carroll A. Leavel

AN ACT
RELATI NG TO TAXATI ON, PROMOTI NG RURAL AGRI CULTURAL PROCESSI NG
OPERATI ONS; ESTABLI SHI NG THE AGRI CULTURE PROCESSI NG CLUSTER
PI LOT PRQIECT; AMENDI NG AND ENACTI NG SECTI ONS OF THE NMSA
1978.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF NEW MEXI CO
Section 1. A new section of the Econom c Devel opnent
Departnent Act is enacted to read:

"[ NEW MATERI AL] AGRI CULTURE PROCESSI NG CLUSTER PI LOT

PRQJIECT- - SECRETARY' S DUTI ES- - CRI TERI A- - DEFI NI TI ONS. - -

A.  The secretary shall establish the "agriculture
processing cluster pilot project” in consultation with the
New Mexi co department of agriculture to encourage the
i ncreased use of agricultural commodities produced in the
state through the establishnment of new and expansi on of

exi sting agricultural processing operations.
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B. The secretary may select up to six applicants
each year to participate in an agriculture processing cluster
pil ot project based on the following criteria:

(1) the feasibility of the existing or
proposed agricultural processing operation to remain a viable
enterprise and the degree to which the agricultural
processing operation will increase the use of agricultural
commodi ti es produced in the state;

(2) the level of need of the region where
the existing agricultural processing operation or the
proposed agricul tural processing operation is to be |ocated;

(3) the degree to which the agricultura
processing operation will provide new jobs in the state;

(4) the degree to which the agricultura
processi ng operation produces a product that may be used in
anot her agricultural processing operation in the area of
operation; and

(5) whether the agricultural processing
operation is participating in a regional or |ocal governnent
econom ¢ devel opnent plan or project pursuant to the Local
Econom ¢ Devel opnent Act, is located in an enterprise zone as
defined by the Enterprise Zone Act or is located in a rural
ar ea.

C. The secretary shall inform applicants of any
tax credits and tax deductions for which participants in the
agriculture processing cluster pilot project qualify.

D. As used in this section:
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(1) "agricultural processing operation”
means a plant, business or establishment at which personnel
are enployed for the purpose of processing agricultural
products, including storage, handling, packaging and sinilar
activities associated with processing; and

(2) "rural area" means any part of the state
ot her than:

(a) an H class county;
(b) an incorporated nunicipality within
a nmetropolitan statistical area if the nmunicipality's
population is thirty thousand or nore according to the nost
recent federal decennial census; and
(c) any area within ten mles of the
exterior boundaries of a municipality described in
Subpar agraph (b) of this paragraph.”
Section 2. A new section of the Corporate |Incone and
Franchi se Tax Act is enacted to read:
"[ NEW MATERI AL] CORPORATE | NCOVE AND FRANCHI SE TAX- -
CREDI T- - PRODUCTI VE CAPI TAL OF CERTAI N AGRI CULTURAL PROCESSI NG

OPERATI ONS- - DEFI NI TI ONS. - -

A, An agricultural processing operation that is a
qualified entity that files a New Mexico corporate inconme tax
return may claima tax credit against corporate inconme tax in
an anount, not to exceed thirty thousand dollars ($30,000),
equal to the foll ow ng percentages of the cost of productive
capital used exclusively for agricultural processing.

For taxabl e years begi nni ng Per cent age
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on or after January 1 of the

year the taxpayer becones a

qualified entity:

year 1 25 percent
year 2 20 percent
year 3 15 percent
year 4 10 percent
year 5 5 percent
year 6 0 percent.

B. To qualify for the credit pursuant to
Subsection A of this section, the productive capital mnust be
placed in service in New Mexico during the taxable year for
which the credit is clained.

C. The credit may be deducted fromthe taxpayer's
corporate income tax liability; provided that, if the credit
exceeds that liability for the taxable year in which the
productive capital was placed in service, the taxpayer nay
carry forward the credit for up to a total of five taxable
years, in which case the percentage indicated for the year in
which the credit is initially available applies, or until the
credit is exhausted, whichever occurs first. A taxpayer may
claimthe credit for each taxable year in which productive
capital is placed in service; provided that the nmaxi num
aggregate credit allowable for any taxable year shall not
exceed thirty thousand dollars ($30,000).

D. A taxpayer may not claimthe credit provided by

the provisions of this section if the taxpayer has clainmed a
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credit for the sane productive capital pursuant to the
Investnent Credit Act.
E. As used in this section:

(1) "agricultural processing operation”
means a plant, business or establishment at which personnel
are enpl oyed for the purpose of processing agricultural
products, including storage, handling, packaging and sinilar
activities associated with processing;

(2) "productive capital" nmeans tangible
personal property that is depreciable, has a useful life of
at least three years and is used exclusively as an integral
part of the agricultural processing process; and

(3) "qualified entity" neans an entity
certified by the secretary of econom c devel opnent as a part
of the agriculture processing cluster pilot project and that
is participating in a regional or |ocal governnment economc
devel opnent plan or project pursuant to the Local Economic
Devel opment Act, is located in an enterprise zone as defined
by the Enterprise Zone Act or is located in a rural area.
For purposes of this paragraph, "rural area" neans any part
of the state other than:

(a) an Hclass county;

(b) an incorporated rmunicipality within
a metropolitan statistical area if the nmunicipality's
popul ation is thirty thousand or nore according to the nost
recent federal decennial census; and

(c) any area within ten mles of the
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exterior boundaries of a nunicipality described in
Subpar agraph (b) of this paragraph.™”

Section 3. A new section of the Gross Receipts and
Conpensating Tax Act is enacted to read:

"[ NEW VATERI AL] DEDUCTI ON- - GROSS RECEI PTS TAX- - SALE OF

CERTAI N SERVI CES, MATERI ALS AND EQUI PMENT FOR AGRI CULTURAL
PROCESSI NG OPERATI ONS- - DEFI NI TI ONS. - -

A.  An agricultural processing operation that is a
qualified entity may deduct from gross receipts:

(1) receipts fromthe sale of construction
services to expand exi sting or construct new facilities for
an agricul tural processing operation |ocated in New Mexico if
the construction service is sold to a person who delivers a
nont axabl e transaction certificate to the person perform ng
t he construction service;

(2) receipts fromthe sale of construction
mat eri al s purchased for use to expand existing or construct
new facilities for an agricultural processing operation
| ocated in New Mexico if the materials are sold to a person
who delivers a nontaxable transaction certificate to the
person selling the material s;

(3) receipts fromthe sale of agricultural
processi ng equi pnent purchased for use in a new or expanded
agricultural processing operation |ocated in New Mexico if
the equipnent is sold to a person who delivers a nontaxable
transaction certificate to the person selling the equipnent;

and

.131516. 1



new
= del ete

underscored materi a

[ bracketed—raterial]

© 00 N oo o1~ W N P

N N NN NN B B R R R R R R R R
g B W N B O © ©® N O OO0 M W N P O

(4) receipts fromthe sale of installation
services necessary to install agricultural processing
equi pnent in a new or expanded agricultural processing
operation located in New Mexico if the installation service
is sold to a person who delivers a nontaxable transaction
certificate to the person performng the installation
servi ce.

B. As used in this section:

(1) "agricultural processing equi pnent”
means equi pnent necessary to conduct a new or expanded
agricul tural processing operation;

(2) "agricultural processing operation”
means a plant, business or establishnment at which personnel
are enpl oyed for the purpose of processing agricultura
products, including storage, handling, packaging and simlar
activities associated with processing;

(3) "agricultural product" neans a raw or
unprocessed product of a plant or animal;

(4) "construction service" neans a service
necessary to construct or expand an agricultural processing
operation;

(5) "installation service" neans a service
required to install and nake operational agricultural
processi ng equi pnent necessary to conduct an agricultura
processi ng operation; and

(6) "qualified entity" neans an entity

certified by the secretary of econom c devel opnent as a part
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of the agriculture processing cluster pilot project and that
is participating in a regional or |ocal governnent economc
devel opnent plan or project pursuant to the Local Economc
Devel opnment Act, is located in an enterprise zone as defined
by the Enterprise Zone Act or is located in a rural area.
For purposes of this paragraph, "rural area" means any part
of the state other than:

(a) an H class county;

(b) the state fairgrounds;

(c) an incorporated nmunicipality within
a metropolitan statistical area if the nmunicipality's
popul ation is thirty thousand or nore according to the nost
recent federal decennial census; and

(d) any area within ten mles of the
exterior boundaries of a municipality described in
Subpar agraph (c) of this paragraph.

C. Election by a taxpayer to deliver the
nont axabl e transaction certificate necessary to support a
deduction for receipts fromthe sale of agricultural
processi ng equi pnent, pursuant to the provisions of this
section, shall preclude availability of the investnent credit
that would be available with regard to the sane equi pnent
pursuant to the provisions of the Investnent Credit Act."
Section 4. A new section of the Income Tax Act is

enacted to read:

"[ NEW MATERI AL] | NCOVE TAX CREDI T- - PRODUCTI VE CAPI TAL OF

CERTAI N ACGRI CULTURAL PROCESSI NG OPERATI ONS- - DEFI NI TI ONS. - -
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A. A taxpayer who files an individual New Mexico

incone tax return, who is not a dependent of another
i ndi vidual and who is the owner of an agricultural processing
operation that is a qualified entity may claima credit in an
amount, not to exceed thirty thousand dollars ($30,000),
equal to the follow ng percentages of the cost of productive
capital used exclusively for agricultural processing.

For taxabl e years begi nni ng Per cent age

on or after January 1 of the

year the taxpayer becones a

gualified entity:

year 1 25 percent
year 2 20 percent
year 3 15 percent
year 4 10 percent
year 5 5 percent
year 6 0 percent.

B. To qualify for the credit pursuant to
Subsection A of this section, the productive capital nust be
pl aced in service in New Mexico during the taxable year for
which the credit is clained.

C. The credit may be deducted fromthe taxpayer's
i ndi vidual inconme tax liability; provided that, if the credit
exceeds that liability for the taxable year in which the
productive capital was placed in service, the taxpayer nmay
carry forward the credit for up to a total of five taxable

years, in which case the percentage indicated for the year in
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which the credit is initially avail able applies, or until the
credit is exhausted, whichever occurs first. A taxpayer may
claimthe credit for each taxable year in which productive
capital is placed in service; provided that the nmaxi mum
aggregate credit allowable for any taxable year shall not
exceed thirty thousand dollars ($30,000).

D. A taxpayer may not claimthe credit provided by
the provisions of this section if the taxpayer has clainmed a
credit for the same productive capital pursuant to the
I nvestnent Credit Act.

E. A husband and wife who file separate returns
for a taxable year in which they could have filed a joint
return may each claimonly one-half of the credit that would
have been allowed on a joint return

F. A taxpayer who otherw se qualifies for and
clainms a credit pursuant to this section for a partnershinp,
l[imted partnership, limted liability conmpany, S corporation
or other business association of which the taxpayer is a
menber may claima credit only in proportion to his interest
in the partnership, limted partnership, limted liability
company, S corporation or association. The total credit
claimed by all nenbers of the business shall not exceed the
maxi numtax credit allowabl e pursuant to Subsection A of this
secti on.

G As used in this section:

(1) "agricultural processing operation”

nmeans a plant, business or establishment at which personnel
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are enployed for the purpose of processing agricultura
products, including storage, handling, packaging and simlar
activities associated with processing;

(2) "productive capital" neans tangible
personal property that is depreciable, has a useful life of
at least three years and is used exclusively as an integral
part of the agricultural processing process; and

(3) "qualified entity" neans an entity
certified by the secretary of econom c devel opment as a part
of the agriculture processing cluster pilot project and that
is participating in a regional or |ocal governnent economc
devel opnent plan or project pursuant to the Local Econom c
Devel opment Act, is located in an enterprise zone as defined
by the Enterprise Zone Act or is located in a rural area.
For purposes of this paragraph, "rural area" neans any part
of the state other than:

(a) an H class county;
(b) an incorporated nunicipality within
a nmetropolitan statistical area if the nmunicipality's
popul ation is thirty thousand or nore according to the nost
recent federal decennial census; and
(c) any area within ten mles of the
exterior boundaries of a nmunicipality described in
Subpar agraph (b) of this paragraph.™”
Section 5. Section 7-2E-1 NVSA 1978 (being Laws 1999,
Chapter 183, Section 1) is anended to read:
"7-2E-1. TAX CREDI T--RURAL JOB TAX CREDIT. - -
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A. The tax credit created by this section may be
referred to as the "rural job tax credit”. Until June 30,
2006, every eligible enployer may apply for, and the taxation
and revenue departnment may allow, a tax credit for each
gual i fying job the enployer creates in the period begi nning
July 1, 2000 and endi ng June 30, 2005. The maxi mum t ax
credit amount with respect to each qualifying job is equal
to:
(1) twenty-five percent of the first sixteen
t housand dollars ($16,000) in wages paid for the qualifying
job if the job is perforned or based at a location in a tier
one area; or
(2) twelve and one-half percent of the first
si xteen thousand dollars ($16,000) in wages paid if the
qgqualifying job is perfornmed or based at a location in a tier
two area.
B. As used in this section:
(1) "eligible enployee" nmeans any individual
ot her than an individual who:

(a) bears any of the rel ationships
descri bed in Paragraphs (1) through (8) of 26 U S.C. Section
152(a) to the enployer or, if the enployer is a corporation,
to an individual who owns, directly or indirectly, nore than
fifty percent in value of the outstanding stock of the
corporation or, if the enployer is an entity other than a
corporation, to any individual who owns, directly or

indirectly, nore than fifty percent of the capital and
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profits interests in the entity;

(b) if the enployer is an estate or
trust, is a grantor, beneficiary or fiduciary of the estate
or trust or is an individual who bears any of the
rel ati onshi ps described in Paragraphs (1) through (8) of 26
U S.C. Section 152(a) to a grantor, beneficiary or fiduciary
of the estate or trust; or

(c) 1is a dependent, as that termis
described in 26 U S.C. Section 152(a)(9), of the enployer or,
if the taxpayer is a corporation, of an individual who owns,
directly or indirectly, nore than fifty percent in val ue of
t he outstanding stock of the corporation or, if the enpl oyer
is an entity other than a corporation, of any individual who
owns, directly or indirectly, nore than fifty percent of the
capital and profits interests in the entity or, if the
enpl oyer is an estate or trust, of a grantor, beneficiary or
fiduciary of the estate or trust;

(2) "eligible enployer” means an enpl oyer
who has been approved for in-plant training assistance

pursuant to Section 21-19-7 NMSA 1978 or is part of the

agriculture processing cluster pil ot project;

(3) "nmetropolitan statistical area" neans a
nmetropolitan statistical area in New Mexico as determ ned by

the United States bureau of the census;

(4) "nodified conbined tax liability" means

the total liability for the reporting period for the gross

recei pts tax inposed by Section 7-9-4 NVSA 1978 together with
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any tax collected at the sane tine and in the sane nanner as
that gross receipts tax, such as the conpensating tax, the
wi thhol ding tax, the interstate tel ecomuni cations gross
recei pts tax, the surcharges inposed by Section 63-9D 5 NMSA
1978 and the surcharge i nposed by Section 63-9F- 11 NMSA 1978,
m nus the anmount of any credit other than the rural job tax
credit applied against any or all of these taxes or
surcharges; but "nodified conbined tax liability" excludes
all anmpbunts collected with respect to |ocal option gross
recei pts taxes;

(5) "qualifying job" neans a job established
by the enpl oyer that:

(a) qualifies for in-plant training

assi stance or _the agriculture processing cluster pilot

project; and
(b) is occupied by an eligible enployee
for at |east forty-eight weeks of a qualifying period;

(6) "qualifying period" means the period of
twel ve nont hs begi nning on the day an eligible enployee
begins working in a qualifying job or the period of twelve
nont hs begi nning on the anniversary of the day an eligible
enpl oyee began working in a qualifying job;

(7) "rural area" neans any part of the state

ot her than:

(a) an Hclass county;
(b) the state fairgrounds;

(c) an incorporated rmunicipality within

.131516. 1
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a netropolitan statistical area if the municipality's
popul ation is thirty thousand or nore according to the nost
recent federal decennial census; and

(d) any area within ten mles of the
exterior boundaries of a nmunicipality described in
Subpar agraph (c) of this paragraph;

(8) "tier one area" neans:

(a) any municipality within the rura
area if the nunicipality's popul ation according to the nost
recent federal decennial census is fifteen thousand or |ess;
or

(b) any part of the rural area that is
not within the exterior boundaries of a nunicipality;

(9) "tier two area"” means any municipality
within the rural area if the nunicipality's popul ation
according to the nost recent federal decennial census is nore
than fifteen thousand; and

(10) "wages" neans wages as defined by
Paragraphs (1), (2) and (3) of 26 U S.C. Section 51(c).

C. The anount of the rural job tax credit shall be
si x and one-fourth percent of the first sixteen thousand
dol l ars ($16,000) in wages paid for the qualifying job in a
qgual i fying period. The rural job tax credit may be cl ai ned
for each qualifying job for a maxi mum of :

(1) four qualifying periods for each
qualifying job perfornmed or based at a location in a tier one

area; and
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(2) two qualifying periods for each
qgualifying job performed or based at a location in a tier two
ar ea.

D. Wth respect to each qualifying job for which
an eligible enpl oyer seeks the rural job tax credit, the
enpl oyer shall request the econom c devel opnent departnent to
certify the anmount of wages paid to each eligible enployee
during each qualifying period, the nunber of weeks during the
qual i fying period the position was occupi ed and whet her the
qualifying job was in a tier one or tier two area. The
econom ¢ devel opnent departnment nmay require the enployer to
submit such information as is necessary for the economc
devel opnent department to make the certification requested.
When the econom ¢ devel opnent departnment obtains sufficient
information, either fromits own records or fromthe
enpl oyer, the econom c devel opnent departnent shall nmake the

certification requested.

E. The economi c devel opnent departnment shal
determ ne which enployers are eligible enployers and shal
report the listing of eligible businesses to the taxation and
revenue departnment in a manner and at tines the departnents
shal | agree upon.

F. To receive arural job tax credit with respect
to any qualifying period, an eligible enployer nust apply to
the taxation and revenue departnent on fornms and in the
manner the departnent nay prescribe. The application shal

include a copy of the certification fromthe economnc
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devel opnent departnment nmade pursuant to Subsection D of this
section. If all the requirenents of this section have been
complied with, the taxation and revenue departnent may issue
to the applicant a docunent granting a tax credit for the
respective qualifying period. The tax credit docunent shal
be nunbered for identification and declare its date of

i ssuance and the amount of rural job tax credit allowed for
the respective jobs created. Such tax credit docunents nay
be sol d, exchanged or otherw se transferred and can be
carried forward for a period of three years fromthe date of
i ssuance. The parties to such a transaction shall notify the
departnment of the sale, exchange or transfer within ten days
of the sale, exchange or transfer.

G The holder of the tax credit docunent may apply
all or a portion of the rural job tax credit granted by the
docunent agai nst the holder's nodified combi ned tax
l[iability, personal incone tax liability or corporate incone
tax liability. Any balance of rural job tax credit granted
by the docunent may be carried forward for up to three years
fromthe date of issuance of the tax credit docunment. No
anount of rural job tax credit may be applied agai nst a gross
recei pts tax inposed by a nunicipality or county.

H.  Notw thstanding the provisions of Section 7-1-8
NMSA 1978, the taxation and revenue departnment nmay discl ose
to any person the balance of rural job tax credit remaining
on any tax credit docunent and the bal ance of credit

remai ni ng on that docunent for any period.
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I. The secretary of econom c devel opnent, the
secretary of taxation and revenue and the secretary of |abor
or their designees shall annually evaluate the effectiveness
of the rural job tax credit in stinulating econonic
devel opnent in the rural areas of New Mexi co and make a j oi nt
report of their findings to each session of the |egislature
so long as the rural job tax credit is in effect.”

- 18 -
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