AN ACT
RELATI NG TO TAXATI ON; CREATI NG THE RURAL JOB TAX CREDI T.

BE I T ENACTED BY THE LEQ SLATURE OF THE STATE OF NEW MEXI CO
Section 1. TAX CREDI T--RURAL JOB TAX CREDIT. - -
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 departnent may allow, a tax credit for
each qualifying job the enployer creates in the period
begi nning July 1, 2000 and endi ng June 30, 2005. The
maxi mumtax credit anount with respect to each qualifying
job is equal to:
(1) twenty-five percent of the first
si xteen thousand dollars ($16,000) in wages paid for the
qualifying job if the job is perforned or based at a
| ocation in a tier one area; or
(2) twelve and one-half percent of the
first sixteen thousand dollars ($16,000) in wages paid if
the qualifying job is perfornmed or based at a location in a
tier two area.
B. As used in this section:
(1) "eligible enployee" neans any
i ndi vi dual other than an individual who:

(a) bears any of the relationships
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
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corporation, to any individual who owns, directly or
indirectly, nore than fifty percent of the capital and
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 the outstanding stock of the corporation or, if the
enpl oyer is an entity other than a corporation, of any
i ndi vidual who owns, directly or indirectly, nore than fifty
percent of the capital and profits interests in the entity
or, if the enployer 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 NVBA 1978;

(3) "metropolitan statistical area" neans a
metropolitan statistical area in New Mexico as determ ned by
the United States bureau of the census;

(4) "nmodified conmbined tax liability" means
the total liability for the reporting period for the gross
recei pts tax inposed by Section 7-9-4 NMSA 1978 toget her

with any tax collected at the sanme tine and in the sane

SB 559

manner as that gross receipts tax, such as the conpensating Page 2



tax, the withholding tax, the interstate tel econmunications
gross receipts tax, the surcharges i nposed by Section
63-9D-5 NMBA 1978 and the surcharge inposed by Section
63-9F- 11 NMSA 1978, minus the anmobunt of any credit other
than the rural job tax credit applied against any or all of
t hese taxes or surcharges; but "nodified conbined tax
liability" excludes all anmounts collected with respect to

| ocal option gross receipts taxes;

(5) "qualifying job" neans a job
establ i shed by the enpl oyer that:

(a) qualifies for in-plant training
assi stance; and

(b) 1is occupied by an eligible
enpl oyee for at least forty-eight weeks of a qualifying
peri od;

(6) "qualifying period" neans 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
nmont 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 other than

(a) an H class county;

(b) the state fairgrounds;

(c) 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

(d) any area within ten mles of the
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Subpar agraph (c) of this paragraph;

(8) "tier one area" neans:

(a) any nmunicipality within the rura
area if the municipality' s popul ati on 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" nmeans any nunicipality
within the rural area if the municipality's popul ation
according to the nost recent federal decennial census is
nmore 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 shal
be six and one-fourth percent of the first sixteen thousand
dol l ars ($16,000) in wages paid for the qualifying job in a
qualifying period. The rural job tax credit may be clai med
for each qualifying job for a maxi mum of:

(1) four qualifying periods for each
qualifying job perforned or based at a location in a tier
one area; and

(2) two qualifying periods for each
qualifying job perforned or based at a location in a tier
two area.

D. Wth respect to each qualifying job for which
an eligible enployer seeks the rural job tax credit, the
enpl oyer shall request the econom c devel opnent depart nent

to certify the anmount of wages paid to each eligible
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during the qualifying period the position was occupi ed and
whet her the qualifying job was in a tier one or tier two
area. The econom c devel opnent department may require the
enpl oyer to submt such information as is necessary for the
econom ¢ devel opnent departnent to make the certification
requested. Wen the econonic devel opment departnent obtains
sufficient information, either fromits own records or from
t he enpl oyer, the econonic devel opnent departnent shall make
the certification requested.

E. The econom c devel opnent department shal
determ ne which enployers are eligible enployers and shal
report the listing of eligible businesses to the taxation
and revenue department in a manner and at tines the
departments shall agree upon

F. To receive a rural job tax credit with respect
to any qualifying period, an eligible enployer nust apply to
the taxation and revenue departnent on forns and in the
manner the departnment may prescribe. The application shal
i nclude a copy of the certification fromthe econom c
devel opnent departnent made 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 may
be sol d, exchanged or otherw se transferred and can be

carried forward for a period of three years fromthe date of
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the departnment of the sale, exchange or transfer within ten
days of the sal e, exchange or transfer.

G The holder of the tax credit docunment nmay
apply all or a portion of the rural job tax credit granted
by the docunent against the holder's nodified conbined tax
liability, 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 document. No
anmount of rural job tax credit may be applied against a
gross receipts tax inposed by a nmunicipality or county.

H.  Notw t hstandi ng the provisions of Section
7-1-8 NMVBA 1978, the taxation and revenue departnent may
di scl ose to any person the balance of rural job tax credit
remai ning on any tax credit docunent and the bal ance of
credit remaining on that docunent for any period.

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 stimnmulating econom c
devel opnent in the rural areas of New Mexico and nmake a
joint report of their findings to each session of the
| egislature so long as the rural job tax credit is in
effect.

Section 2. CONTI NUED APPLI CABI LI TY OF RURAL JOB TAX
CREDI T. - - The bal ance of any rural job tax credit granted
with respect to qualifying periods occurring after July 1,
2006 or remaining on a tax credit document issued prior to
that date may be applied after that date in the manner

provided in Section 1 of this act against the holder's
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nodi fied conmbined tax liability or corporate or personal
income tax liability as if the provisions of Section 1 of
this act were still in effect.

Section 3. DELAYED REPEAL.--Section 1 of this act is
repeal ed on July 1, 2006.

Section 4. EFFECTI VE DATE. --The effective date of the
provi sions of this act is July 1, 2000.
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