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NOTE: Asprovided in LFC poalicy, thisreport isintended for use by the standing finance committees of the
legidature. TheLegidative Finance Committee does not assume responsibility for the accuracy of theinformation in
thisreport when used in any other situation.

Only themost recent FIR version, excluding attachments, isavailable on the Intranet. Previoudly issued FIRs and
attachments may be obtained from the LFC officein Suite 101 of the State Capitol Building North.

FISCALIMPACTREPORT

|SPONSOR: ||Sande|

||DATE TYPED: ||02/10/00

|HB |[HIM 16 |

|SHORT TITLE:

| Alternatives for Taxing Sales of Electricity

e |

ANALYST:|Williams |

APPROPRIATION

Appropriation Contained Egtimated Additional |mpact Recurring Fund
FY00 FYO1 FY00 FYO1 or Non-Rec Affected
| None
(Parenthesis () Indicate Expenditure Decreases)
REVENUE
Estimated Revenue Subsequent Recurring Fund
FY00 FYol Years|Impact or Non-Rec Affected
| None|
(Parenthesis () Indicate Revenue Decreases)
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Duplicates/Conflicts with/Companion to/Rel ates to

SOURCES OF INFORMATION

Taxation and Revenue Department (TRD)

Public Regulation Commission (PRC)

SUMMARY

Synopsis of Bill

Reguests the Revenue Stahilization and Tax Policy Committee to examine dternative methods of taxing sales
of eectricity that will protect sate and loca revenues and recommend legidation at the 2001 legidative
session. The bill addresses uncertainty regarding imposition of gross receipts taxes and franchise fees and
concern about potentia decline in revenues due to declining dectricity prices.

Sgnificant Issues

Electric industry competition will begin in New Mexico on January 1, 2001. Other western sates have
aready opened up their eectric power markets to competition, and many providers are expected to
compete with the current in-gtate utilities for cusomers.

OTHER SUBSTANTIVE ISSUES

TRD notes the potentia for considerable tax avoidance by out-of-state suppliers. A consumption tax may be
one method of avoiding the ramifications of this problem. TRD aso notes the Sate's share of gross receipts
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taxes on dectric utilities was gpproximately $39 million in FY99. TRD discusses that industrid customers
pay afar sndler share of gross receipts tax than residentia customers.

TRD aso notes loca governments aso charge access fees which would need to be examined.

PRC notes the bill could be amended to require al competitive power suppliersto have officesin New
Mexico.

AW/gm
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