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Gallup Hold-Harmless – Key Points 
 

 Gallup and McKinley County (which is Gallup’s trade area) are unique because of their extreme poverty and 

lack of a growing tax base, which makes them very different from the other large cities and counties that are 

losing their “hold-harmless” distribution.  Most cities (about 80%) and most counties (about 60%) are keeping 

their “hold-harmless” distributions because of their small populations.  We would like Gallup and McKinley to 

retain their “hold-harmless” distributions like the small cities and counties. 

 

1. By substantial amounts, McKinley County has the highest poverty rate in the state (about 38%) and the lowest 

per capita income in the state. 

2. Gallup cannot reduce services.  It has the highest crime rate in the state in most categories and serves a huge 

area (including Interstate 40) with emergency rescue and other emergency services.  Police officers in Gallup 

answer almost twice as many calls per officer as police officers in Albuquerque.   

3. Gallup’s gross receipts tax revenues are almost flat.  Natural growth will not make up for the loss of “hold-

harmless”. 

4. Raising taxes is not a viable option for Gallup.  Gallup already has nearly the highest gross receipts tax rate in 

the state at 8.3125%.  Those towns that are higher are primarily resort communities which are retaining their 

“hold-harmless”.  Raising taxes would damage what business remains in Gallup and impede business 

recruitment.  Further, it would impose additional taxes on the poorest people in the state. 

5. Even if Gallup were to impose the entire new 3/8 cent gross receipts tax authority (which would give it the 

highest tax rate in the state), it will not replace the loss of “hold-harmless”.  The 3/8 cent authority will 

produce only about $2.3 million annually.  Gallup’s loss of the “hold-harmless” distribution will cost about 

$3.2 million annually, approximately 11% of its general fund revenues. 

6. Permitting Gallup and McKinley County to retain their “hold-harmless” based on their poverty need not 

“open the door” to other claims on the same basis.  The counties closest to McKinley in terms of poverty rates 

and per capita income (and none are very close) are small.  They, and the cities in them, already retain their 

“hold-harmless” based on population. 

 The current law determines which cities and counties retain their “hold-harmless” distributions based on 

population count alone, apparently on the assumption that larger cities and counties are better able to adjust to the 

loss of “hold-harmless” than smaller cities and counties.  This approach does not actually consider which local 

governments could most easily reduce their spending or raise taxes, nor which have growing tax revenues or have 

businesses and citizens who could afford to pay increased taxes.  Gallup and McKinley, with large but poor 

populations to serve, are less able, rather than more able, than smaller cities and counties to absorb the loss of the 

“hold-harmless” distribution.  Further, their gross receipts tax bases are static or shrinking. 

  



 

Sources for Key Points 

1. The Small Area Income and Poverty Estimates for 2012, U.S. Census Bureau, shows: 

   Poverty Rates, all ages 

    McKinley County 37.7% 

    Torrance County 29.1% 

    Cibola County  28.8% 

    New Mexico Average 20.6% 

 Bureau of Business and Economic Research, UNM.  For 2011 it shows per capita income: 

  McKinley County $24,079 

  Cibola County  $25,965 

  Union County  $25,986 

  Guadalupe County $26,426 

  New Mexico Average $34,133 

2. FBI Uniform Crime Reports for 2012 show the following highest rates in New Mexico: 

 Per Capita Property Crime Police Officer Call Statistics: 

  Gallup 0.174 The relevant call statistics are approximately 1000 per year 

versus approximately 550 per year per officer.  APD Strategic 

Plan FY 2011 through FY 2015 p. 6; City of Albuquerque, 

Office of Internal Audit – Officer Retention Plan p. 8.  Gallup 

Police Department Annual Report 2012, p. 11. 

  Espanola 0.168 

  Silver City 0.130 

  Per Capita Murder Rate 

   Gallup  .00036 

   Espanola .00026 

   Silver City .00016 

  Per Capita Burglary and Larceny 

   Gallup  .0825 

   Espanola .0811 

   Silver City .0619 

  Per Capita Violent Crime 

   Espanola .0523 

   Gallup  .0373 

   Artesia  .0212 

3. City of Gallup records show GRT tax base FY 2011 through 2014 respectively $615.5, million, 

$612.2 million, $640.5 million, $633.1 million, an average increase of less than 1% annually.  For the first 

three months of FY 2015 GRT revenue growth is negative.  This may mean that Gallup has a shrinking tax 

base. 

4. New Mexico Taxation and Revenue Department figures show Gallup 8.3125%, exceeded by Taos Ski Valley 

8.6875%, Ruidoso 8.6250%, Red River 8.4375%.  Also, Espanola (Santa Fe) is 8.8125% and Espanola (Rio 

Arriba) is 8.5625%.  Other representative cities are:  Albuquerque 7.000%, Las Cruces 7.9375%, Rio Rancho 

7.4375%, Santa Fe 8.1875%, Farmington 7.8125%, Grants 7.8750% 

5. City of Gallup records show these numbers with an annual general fund budget of approximately 

$30.0 million. 

6. As shown above in (1), the counties closest to McKinley in poverty rates and per capita income are Torrance, 

Cibola Union and Guadalupe.  All these counties and their municipalities retain their “hold-harmless” based 

on population. 



 

1805531.1 

Dick Minzner and Art Hull 

Lobbyists for Gallup 

October 13, 2014 

 

HOLD-HARMLESS PROPOSAL 
 

Current law imposes on many local governments annual reductions in the “hold-harmless” 

distribution over a 15-year period – 6% per year for 5 years, and then 7% per year for 10 years, reducing it to 

zero after 15 years.  For Gallup, and probably for several other cities, the “hold-harmless” distribution 

represents about 15% of the total GRT revenue.
1
  Therefore, the phasing-out of the “hold-harmless” 

distribution over 15 years results in approximately a 1% reduction in GRT revenues every year.  

When HB 641 of 2013 reduced corporate taxes and created the phase-out, the expressed hope was 

that economic growth over the next 15 years would result in additional local tax revenues which would offset 

the reductions in the “hold-harmless” distributions.  That economic growth may well occur, but it is unlikely 

that it will occur evenly across the state. 

Proposed Solution 

It may be reasonable for local governments with significant GRT revenue growth to contribute to the 

state general fund by reductions in their “hold-harmless” distributions.  But local governments not 

experiencing significant GRT revenue growth ought not be required to contribute; this seems particularly true 

for those localities which are among the poorest in the state.  New Mexico certainly should avoid the 

appearance of the poor subsidizing the rich. 

There are many ways to measure revenue growth.  We will suggest one which seems reasonable. 

1. Define a base period and compute the local government’s average gross receipts tax base for 

that period.  We suggest a four-year period:  FYs 2011, 2012, 2013 and 2014. 

2. Local governments should suffer a reduction in their “hold-harmless” only if their GRT base 

grows by some amount after the base period.  We suggest that a 2 ½ % average annual growth in the tax base 

after the base period should be the point at which “hold-harmless” reductions begin.  (As discussed below, 

New Mexico predicts about a 5% annual gross receipts tax growth for the next five fiscal years.  The 2 ½% 

figure means communities with revenues growing at less than ½ the state average will be protected). 

3. The annual 6% (or 7%) reductions in the “hold-harmless” distributions should occur only if 

and when a local government has experienced an average annual tax base growth since the base period 

exceeding 2 ½ %.  This would mean that some local governments might lose the “hold-harmless” distribution 

only over 25 or 30 years.  Others might retain the “hold-harmless” distribution indefinitely like the small 

cities and counties.  However, most on the 15-year schedule will remain there. 

4. In the legislature’s discretion, the above “deferred phase-out” formula could be applied to all 

local governments experiencing slow gross receipts tax revenue growth, or limited to those local governments 

with slow growth and whose constituents have low per capita incomes or high poverty rates. 

                                                 
1
 The New Mexico Municipal League calculates that for FY 11 the “hold-harmless” distribution represented between 10% and 

16% of the general fund expenditures for 10 of the cities scheduled to lose the hold-harmless distribution.  For two cities it 

represented 20% or more and for 10 cities less than 10%.  The percentage of GRT revenues would be higher. 



 

 

5. The most useful data for considering this issue is contained in the TRD August 25, 2014 

presentation to the LFC.  Reproduced below, it shows, on a statewide basis, New Mexico’s projected GRT 

revenues growing from $1.976 billion in FY 14 to $2.510 billion in FY 19, an increase of approximately 25% 

over five years.  Also it contains historic figures on the growth of the GRT base from $43.91 billion in FY 

2010 to $51.51 billion in 2014, an increase of more than 17% over four years. 

 

August 2014 Consensus General Fund Recurring Revenue Outlook 

(Millions of Dollars) 

 FY14 FY15 FY16 FY17 FY18 FY19 

Gross receipts tax $1,976 $2,061 $2,160 $2,298 $2,393 $2,510 

Selective sales taxes $448 $493 $508 $533 $574 $586 

Personal income tax $1,250 $1,305 $1,345 $1,405 $1,465 $1,530 

Corporate income tax $205 $215 $210 $200 $160 $150 

Energy-related revenues $1,152 $1,170 $1,162 $1,157 $1,149 $1,142 

Investment earnings $654 $704 $784 $819 $897 $965 

Other revenues $323 $291 $267 $277 $282 $287 

Total Recurring Revenue $6,008 $6,240 $6,436 $6,689 $6919 $7,171 

Percent Change 5.2% 3.9% 3.1% 3.9% 3.4% 3.6% 

 

 

6. We hope the legislature will either exempt Gallup and McKinley County from the “hold-harmless” 

reductions because of their extreme poverty and otherwise unique situation or adopt a “deferred phase-out” 

plan protecting communities with slow GRT revenue growth. 
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Municipal League Computations 

Hold-Harmless Distributions as a Percentage 

Of General Fund Expenditures FY 11 (Rounded) 

For Cities Scheduled to Lose Distributions 
 

 

Sunland Park  1.5% 

Los Alamos  4.1% 

Hobbs  4.6% 

Artesia  5.4% 

Lovington  6.2% 

Rio Rancho  6.6% 

Carlsbad  8.1% 

Albuquerque  8.6% 

Roswell  8.9% 

Los Lunas  9.1% 

Portales  10.3% 

Farmington  10.5% 

Raton  10.7% 

Las Cruces  10.8% 

Gallup  11.7% 

Las Vegas  11.8% 

Deming  12.1% 

Clovis  13.5% 

Espanola  14.3% 

Santa Fe  15.4% 

Silver City  20.0% 

Alamogordo  26.6% 
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