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Submitted by: TAXATION AND REVENUE DEPT.       

T. GLENN ELLINGTON, SECRETARY

BILL NUMBER:  HB-504

SPONSOR:  Representative Luna

BILL SHORT TITLE:  Additional Deductions from Gasoline Tax

CONFLICTS, DUPLICATES, COMPANIONS:  

DESCRIPTION:  This bill proposes four additional classes of deductions for the gasoline tax and the special fuel (diesel) suppliers tax.  The new deductions are:  1) fuel lost destroyed by fire, explosion, natural disasters or “other casualty”;  2) fuel for which the taxpayer was not paid and which qualifies for a bad debt deduction for federal income tax purposes;  3)  a 1% allowance for taxpayer expenses incurred in “collecting and remitting” the taxes;  and, 4)  a 1% allowance for “shrinkage, evaporation, spillage and handling losses” of fuel dealers.

EFFECTIVE DATE:  July 1, 2001

FISCAL IMPACT (Thousands of dollars)   Parenthesis ( ) indicate a revenue loss:

	Estimated Impact on Revenues    
	Recurring or
	

	
	
	
	Nonrecurring
	Funds

	
	(FY 2001-2002)
	Full Year
	     Impact     
	         Affected         

	
	(3,232.3)
	(3,526.1)
	Recurring
	State Road Fund

	
	(276.5)
	(301.7)
	Recurring
	Counties & Municipalities (10.38%)

	
	(153.5)
	(167.4)
	Recurring
	County Government Road Funds

	
	(153.5)
	(167.4)
	Recurring
	Municipality Road Funds

	
	(38.4)
	(41.9)
	Recurring
	Municipal Arterial Program

	
	(6.9)
	(7.6)
	Recurring
	State Aviation Fund

	
	(3.5)
	(3.8)
	Recurring
	Motorboat Fuel Fund

	
	(150.0)
	(163.7)
	Recurring
	Local Governments Road Fund

	
	(4,014.5)
	(4,379.5)
	Recurring
	Total – All Funds


The State Road Fund fiscal impact is comprised of a $2,031.9 thousand loss in FY 2002 and a $2,216.6 thousand loss for a full year associated with the gasoline tax, and a $1,200.4 thousand loss in FY 2002 and a $1,309.5 thousand loss for a full year associated with special fuel.

There is no fiscal impact associated with the Petroleum Products Loading Fee (PPL Fee).  The new Gasoline Tax deduction would be compiled as a new section so the PPL Fee reference to Section 7-13-4 NMSA 1978.  The PPL Fee specifies deductions for Special Fuel within the Petroleum Products Loading Fee Act itself, so this bill should not affect PPL Fee revenue from special fuel.

TECHNICAL ISSUES:

· Section 7-13-11 NMSA 1978 (gasoline tax) and Section 7-16A-13 NMSA 1978 (special fuel) already allow a claim for refund or credit for tax paid on fuel which is “destroyed by fire, accident or acts of God”.  The special fuel refund under current law is only allowed to suppliers, bulk storage uses or dealers (the bill includes retailers), but otherwise the bill is redundant in this regard.  The bill should repeal those 2 sections of current law, or eliminate Section 1, Subsection A and Section 2, Subsection G of the bill.

SUBSTANTIVE ISSUES:  

· The 1% deduction proposed by the bill “to cover the shrinkage, evaporation, spillage and handling losses” cannot be justified as fair treatment under industry standard practices.  Environmental regulations have changed considerably since the days of the prior law shrinkage allowance, and any kind of 1% handling losses would, today, be considered a major environmental violation.  Rather than a tax deduction for volume losses, the proper public policy approach should probably be additional fines for violation of environmental standards.  Further, most racks have used temperature-adjusted meters for years to compensate for temperature-induced changes in volume.  

ADMINISTRATIVE IMPACT:  A very significant adverse administrative impact on the department would result in the short-term.  Addition of these deductions to fuel reporting forms may extend the reporting forms to an additional page, creating redesign and reprinting costs.  Inclusion of the new deductions in computer processing systems will present some redesign tasks for a new system currently under development, and an additional opportunity cost of more than 3 man-weeks would be associated with initial implementation in the current processing system.  New regulations might be required to address the “bad debt” deduction.

OTHER IMPACTS AND ISSUES:  

· In 1937 a rewrite of the gasoline tax first allowed a 3% shrinkage allowance, and that amount was revised in 1941 to 2%.  Legislation in 1991 phased-out the 2% shrinkage allowance over a two-year period.

· In 1985 gasoline distributors were mandated by the legislature to pass along the benefit of the “shrinkage” deduction to retailers.

· The  1% deduction provided in the bill “to reimburse the taxpayer for the expenses incurred on behalf of the state in collecting and remitting” tax is a concept which has appeared over time in some states’ sales tax systems.  Generally, the provision appears in a sales tax system which is specifically and legally imposed on the final consumer, but where administration through product wholesalers is more efficient.  In the case of New Mexico’s fuel taxes, neither the gasoline tax nor the special fuel supplier tax is imposed on the final consumer.  Both taxes are imposed on the first act of “receiving” fuel in New Mexico, and the intent and understanding has always been it is the wholesalers and distributors who pay the tax.

Regardless of whether the distributors collect a tax for the consumer (which is not legally the case) or a tax imposed on themselves, there are few precedents to reimburse businesses for reporting and remitting taxes.  The discount allowed cigarette distributors on cigarette tax stamps to defray the cost of affixing stamps to packages of cigarettes is one of the only examples showing this kind of precedent in New Mexico.

