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SUMMARY

Synopsis of House Bill 227

House Bill 328 (HB328) repeals provisions related to the Clean Transportation Fuel Standard
(CTFP) Program and prohibits the adoption or continuation of rules that establish such a
standard.

1. HB328 repeals Section 74-1-18 NMSA 1978, within the Environmental Improvement
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Act, enacted as part of the Clean Transportation Fuel Standard (CTFP) program under
Laws 2024, Chapter 54.

2. The bill removes definitions in Section 74-1-3 NMSA 1978 related to “carbon
intensity”, “fuel lifecycle” and “transportation fuel”. In Section 74-1-7 NMSA 1978 “fuel
lifecycle” is removed from the Environmental Improvement Act.

3. HB328 adds a new section preventing the Environmental Improvement Board (EIB)
from adopting or maintaining any rules related to a clean transportation fuel standard.

This bill does not contain an effective date and, as a result, would go into effect 90 days after the
Legislature adjourns, which is May 20, 2026.

FISCAL IMPLICATIONS

Because final rules regarding CTFP have not yet been promulgated, lost fee revenues to the air
quality permit fund are indeterminate but could be substantial. Without clear guidance within the
bill as to the changes to CTFP, an estimate for the impact can not be determined. Current law
allows the Environment Department (NMED) to recover reasonable costs for the administration
and enforcement of rules approved by the EIB. Recurring annual revenues after fees are
established are deposited in the air quality permit fund. Similarly, the effect of the CTFP on fuel
taxes and revenues to the road fund are presently unknown.

Additional budget impact reflects reductions in program costs at NMED.

NMED comments on the fiscal impact regarding operations:
To build the CTFP and the expertise needed for rulemaking and implementation, NMED
has hired and is in the process of hiring 7 FTE. If HB227 is approved, these staff would
no longer be needed for the CTFP. Similarly, NMED has used approximately $4 million
of funding appropriated by the New Mexico Legislature to NMED to prepare the CTFP
rule and the expert reports for the rulemaking before the EIB. If HB227 is approved, the
funding NMED expended to date will have been for naught.

SIGNIFICANT ISSUES

Laws 2024 Chapter 54 authorized CTFP, which creates a New Mexico fuel credit market system,
based on grams of carbon dioxide equivalent per megajoulel, in which high-carbon fuel (like
diesel and gasoline) producers and importers offset the carbon footprint of their fuel by
supplying low-carbon fuels to the transportation fuel market or by buying CTFP credits from
other low carbon fuel producers or importers.

Laws 2024 Chapter 54 further authorized EIB to adopt rules and assess fees for a clean
transportation fuel standard. NMED released a discussion draft rule for the CTFS program in
December 2024. The law requires the Environmental Improvement Board to enact regulations no
later than July 1, 2026. HB 328 would terminate this rulemaking process.

CONFLICT, DUPLICATION, COMPANIONSHIP, RELATIONSHIP
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House Bill 227 is a duplicate of House Bill 328 from the 2025 Legislative Session.

OTHER SUBSTANTIVE ISSUES

The New Mexico Attorney General notes that further analysis may be needed to determine
whether repealing the CTFP program would affect compliance with the federal Environmental
Protection Agency’s renewable fuel standard program, 40 C.F.R. §§ 80.1400 to 80.1479. The
Energy, Minerals and Natural Resources Department and NMED both reference in their analyses
a 2022 study by Adelante Consulting estimates that the implementation of the CTFP could
generate $470 million in economic investment, create over 1,600 permanent jobs, and support an
additional 2,300 construction jobs by 2030. Additionally, it could attract $240 million in capital
investment for production and manufacturing in New Mexico.
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