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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: ||Lujan ||DATE TYPED: ||02/09/00 ||HB ||443 |

[SHORT TITLE: |[Cooperative Agreements e |
| ANALYST:[Eaton |

REVENUE
Estimated Revenue Subsequent Recurring Fund
FY00 FYo01 Years Impact or Non-Rec Affected
| negative™| [Recurring | General Fund |
| positive™| [Recurring |laffected pueblos |
| negative™| [Recurring | County/Muni |

(Parenthesis () Indicate Revenue Decreases)

*Any agreement between a Pueblo and the Taxation and Revenue Department (TRD) would
probably not result in any significant revenue impacts in the immediate future.

Relates to Senate Bill 232 - TRD Cooperative Agreement with Nambe
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SOURCES OF INFORMATION

Taxation and Revenue Department (TRD)

SUMMARY

Synopsis of Bill

This bill extends the current authorization to enter into cooperative tax agreements between the state and
particular Pueblos, extending the authorization to "any pueblo”. Section 1 of the bill is substantidly smilar to
current law Section 7-9-88.1 NMSA 1978 which was enacted in 1999 for Santa Ana Pueblo and Laguna
Pueblo (and patterned after smilar statute first enacted in 1997 for Santa Clara Pueblo). The principal
difference between the bill and Section 7-9-88.1 NMSA 1978 is that agreements under this bill would
require cooperative agreements not only between the Pueblo and the State, but between the Pueblo and
affected county and municipal governments as well.

Under current law, TRD may enter into agreements with Santa Clara Pueblo, Santa Ana Pueblo and Laguna
Pueblo to collect any gross receipts tax imposed by the Pueblo. To resolve dud taxation issues, if the Pueblo
grants a 25% credit againg its tax and meets other specified conditions, the state will grant a credit against
state and local gross receipts tax due from taxpayers subject to both taxes. The result will be that taxpayers
will pay the same tax as they would under the state and loca taxes aone -- even after the Pueblo has

imposed its tax.

The proposed hill alows the Secretary of Taxation and Revenue to enter into asimilar agreement with "any
pueblo”, assuming the Pueblo has reached a cooperative agreement with affected county and municipa
governments. If an agreement is entered into, the law adlows for a credit againgt state and local gross receipts
taxes equal to the lesser of 75% of the tax imposed by the pueblo or 75% of the state and local tax rate. The
Pueblo must impose a gross receipts or smilar non-discriminatory tax and dlow as a credit againgt the
Pueblo tax an amount equd to 25% of the total impodition of state, municipa and county gross recel pts
taxes. Any Pueblo tax only gpplies to businesses operating on land owned by the Pueblo or held in trust by
the Pueblo. This bill and its predecessors were designed to diminate double taxation occurring on triba lands
where and when the tribe and the state impose gross receipts or sales taxes on transactions.
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Sonificant Issues

1) Santa Clara Pueblo could enter into a new agreement with the Department, the City of Espanola, and
Santa Fe and Rio Arriba counties under this new statutory authority, to replace the existing agreement under
Section 7-9-88 NM SA 1978. Under the origind legidation for Santa Clara Pueblo, only gross receipts tax
from businesses located on Pueblo-owned land outside amunicipality is subject to the revenue sharing
arrangement unless the municipaity annexed a portion of the Santa Claraland after duly 1, 1997. That
particular credit cannot be gpplied againgt municipa loca option taxes except in the case of annexation.

FISCAL IMPLICATIONS

Any agreement between a Pueblo and the Taxation and Revenue Department (TRD) would probably not
result in any significant revenue impacts in the immediate future. It is uncertain when any agreement under this
datute might become effective.

ADMINISTRATIVE IMPLICATIONS

TRD reports that adminidtrative impact is strongly influenced by the specific agreement negotiated between
TRD and the Pueblo. Computer programming changes are required, the complexity of which will vary
depending upon the exact terms on any find agreement. If even one taxpayer is covered by the agreement,
the systlem will have to be adapted. A minimal amount of programming needed to implement this schemeis
about 300 hours (under $15 thousand).

RELATIONSHIP

Senate Bill 232 (Griego) - TRD Cooperative Agreement with Nambe Pueblo.

OTHER SUBSTANTIVE ISSUES
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The Taxation and Revenue Department (TRD) supports the generd ams of this hill. It promotes resolution
of the deduction problem, which creates ared disincentive to economic development on tribal lands. The
disncentive tends to hurt tribes more than the gate. In some cases, the disincentive will mean abusiness will
amply chose not to open. But in most cases, the result of the double tax will be that the busnesswill locate
off reservation. The result is the state would be getting its full share of tax and the tribe would get nothing.

Thishill dso promote efficiency of administration and collection of state and Pueblo taxes through
cooperdive agreements and minimizing the total tax burden through mutua tax credits. Thisis preferableto a
condition where State Taxation and Revenue Department and a Pueblo Tax Commission smultaneoudy
expend resources to collect taxes separately from the same taxpayers, with no mutua tax credit.

The Taxation and Revenue Department (TRD) entered into an agreement with Santa Clara Pueblo in
February, 1998, but has not yet entered into any agreements with Santa Ana Pueblo or Laguna Pueblo.

JE/njw

H:\firshouse\HB0448~1.HTM 2/22/00



