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SENATE BILL 4

44TH LEGISLATURE - STATE OF NEW MEXICO - 2ND SPECIAL SESSION, 2000

| NTRODUCED BY
Roman M Maes ||

AN ACT
RELATI NG TO TAXATI ON; ENACTI NG THE TECHNCOLOGY JOBS TAX CREDI T
ACT FOR CERTAI N RESEARCH, DEVELOPMENT AND EXPERI MENTATI ON
I NVESTMENTS.

BE I T ENACTED BY THE LEG SLATURE OF THE STATE OF NEW MEXI CO

Section 1. SHORT TITLE. --This act may be cited as the
"Technol ogy Jobs Tax Credit Act”.

Section 2. PURPCSE OF ACT.--It is the purpose of the
Technol ogy Jobs Tax Credit Act to provide a favorable tax
climate for technol ogy-based businesses engaging in research,
devel opnent and experinentation and to pronote increased
enpl oyment and hi gher wages in those fields in New Mexico.

Section 3. DEFINITIONS. --As used in the Technol ogy Jobs
Tax Credit Act:

A "affiliate" means a person who directly or
indirectly owms or controls, is owned or controlled by or is

under conmon ownership or control w th another person through
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ownership of voting securities or other ownership interests
representing a majority of the total voting power of the
entity;

B. "annual payroll expense" neans the wages paid
or payabl e by the taxpayer for the one-year period ending on
the day the taxpayer applies for an additional credit
pursuant to the Technol ogy Jobs Tax Credit Act;

C. "base payroll expense" neans the wages paid or
payabl e by the taxpayer for the one-year period ending on the
day one year prior to the day the taxpayer applies for an
additional credit pursuant to the Technol ogy Jobs Tax Credit
Act, adjusted for any increase in the consumer price index
for the United States for all itens as published by the
United States departnent of |abor since that day;

D. "departnent” neans the taxation and revenue
departnment, the secretary of taxation and revenue or any
enpl oyee of the departnent exercising authority lawfully
del egated to that enployee by the secretary;

E. "facility" nmeans a factory, mll, plant,
refinery, warehouse, dairy, feedlot, building or conplex of
buil dings located within the state, including the |and on
which the facility is |located and all machi nery, equi pnment
and other real and tangi ble personal property |ocated at or
within the facility and used in connection with the operation
of the facility;

F. "qualified expenditure" neans an expenditure or

an allocated portion of an expenditure by a taxpayer in
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connection with qualified research at a qualified facility,
i ncludi ng expenditures for depletable |and and rent paid or
incurred for land, inprovenents, the all owabl e anbunt paid or
incurred to operate or maintain a facility, buildings,
equi pnent, conputer software, conputer software upgrades,
consultants and contractors perform ng work in New Mexi co,
payroll, techni cal books and manuals and test materials, but
not including any expenditure on property that is owed by a
muni ci pality or county in connection with an industri al
revenue bond project, property for which the taxpayer has
received any credit pursuant to the Capital Equi pnment Tax
Credit Act or the Investnment Credit Act, property that was
owned by the taxpayer or an affiliate before the effective
date of the Technol ogy Jobs Tax Credit Act or research and
devel opnent expenditures rei nbursed by a person who is not an
affiliate of the taxpayer. |If an expenditure is an
al l ocation of an expenditure, the cost accounting nethodol ogy
used for the allocation of the expenditure shall be the sane
cost accounting nmet hodol ogy used by the taxpayer in its other
busi ness activities;

G "qualified facility" nmeans a facility in New
Mexi co at which qualified research is conducted other than a
facility operated by a taxpayer for the United States or any
agency, departnment or instrunentality thereof;

H  "qualified research” means research

(1) that is undertaken for the purpose of

di scovering information:
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(a) that is technological in nature;
and

(b) the application of which is
i ntended to be useful in the devel opnent of a new or inproved
busi ness conponent of the taxpayer; and

(2) substantially all of the activities of

whi ch constitute el ements of a process of experinentation
related to a new or inproved function, perfornance,
reliability or quality, but not related to style, taste or

cosnetic or seasonal design factors;

I. "rural area" means any area of the state other
than a class A county, a class B county that has a net
taxabl e value for rate-setting purposes for any property tax
year of nore than three billion dollars ($3,000,000,000), the
muni ci pality of Rio Rancho and the area within three mles of
the exterior boundaries of a class A county;

J. "taxpayer" neans any of the follow ng persons,
other than a federal, state or other governnental unit or
subdi vi si on or an agency, departnent, institution or

instrunental ity thereof:

(1) a person liable for paynment of any tax;

(2) a person responsible for w thhol ding and
payment or collection and paynent of any tax;

(3) a person to whom an assessnment has been
made if the assessnent remai ns unabated or the assessed
anount has not been paid; or

(4) for purposes of the additional credit
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agai nst the taxpayer's incone tax pursuant to the Technol ogy
Jobs Tax Credit Act and to the extent of their respective
interest in that entity, the sharehol ders, nmenbers, partners
or other owners of:
(a) a small business corporation that
has elected to be treated as an S corporation for federa
i ncome tax purposes; or
(b) an entity treated as a partnership
or disregarded entity for federal income tax purposes; and
K. "wages" neans renuneration in cash or other
formfor services perfornmed by an enpl oyee for an enpl oyer.
Section 4. ADM NI STRATI ON OF ACT. --The departnment shal
adm ni ster the Technol ogy Jobs Tax Credit Act pursuant to the
Tax Admi ni stration Act.
Section 5. BASIC CREDI T--ADDI TI ONAL CREDI T- - AMOUNTS- -
CLAI MANT. - -
A. The basic credit provided for in the Technol ogy
Jobs Tax Credit Act is an amount equal to three percent of
the anount of qualified expenditures made by a taxpayer
conducting qualified research at a qualified facility.
B. The additional credit provided for in the
Technol ogy Jobs Tax Credit Act is an anmnount equal to three
percent of the anobunt of qualified expenditures made by a
t axpayer conducting qualified research at a qualified
facility.
Section 6. ELIABILITY REQU REMENTS. - -

A. A taxpayer conducting qualified research at a
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qualified facility and making qualified expenditures is
eligible to claimthe basic credit pursuant to the Technol ogy
Jobs Tax Credit Act.

B. A taxpayer conducting qualified research at a
qualified facility and making qualified expenditures is
eligible to claimthe additional credit pursuant to the
Technol ogy Jobs Tax Credit Act if:

(1) the taxpayer increases the taxpayer's
annual payroll expense at the qualified facility by at |east
seventy-five thousand dollars ($75,000) over the base payrol
expense of the taxpayer;

(2) the increase in Paragraph (1) of this
subsection has not previously been used to neet the
requirements of this subsection; and

(3) there is at least a seventy-five
t housand dol I ar ($75,000) increase in the taxpayer's annual
payrol | expense for every one mllion dollars ($1,000,000) in
qgual i fi ed expenditures clainmed by the taxpayer in a taxable
year in the sane claim

Section 7. QUALI FI ED EXPENDI TURES. - - The amobunt of a
taxpayer's qualified expenditure is the purchase price for
the rel evant property or service.

Section 8. RURAL AREAS. --The anount of the basic and
additional credit for which a taxpayer is otherwi se eligible
shall be doubled if the qualified expenditures were incurred
wWith respect to a qualified facility in a rural area.

Section 9. CLAIMNG THE CREDI T FOR CERTAI N TAXES. - -
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A. A taxpayer may apply for approval of a credit
wi thin one year following the end of the cal endar year in
whi ch the qualified expenditure was made.

B. A taxpayer having applied for and been granted
approval for a basic credit by the department pursuant to the
Technol ogy Jobs Tax Credit Act may claimthe anmount of the
approved basic credit agai nst the taxpayer's conpensating
tax, gross receipts tax or withholding tax due to the state
of New Mexico; provided that no taxpayer may clai man anmount
of approved basic credit for any reporting period that
exceeds the sum of the taxpayer's gross receipts tax,
conpensating tax and wi thhol ding tax due for that reporting
peri od.

C. A taxpayer who has applied for and been granted
approval for an additional credit by the departnent pursuant
to the Technol ogy Jobs Tax Credit Act may claimthe anmount of
t he approved additional credit agai nst the taxpayer's incone
tax or corporate incone tax due the state of New Mexi co;
provi ded that:

(1) no taxpayer may clai man anmount of
approved additional credit for any reporting period that
exceeds the anpbunt of the taxpayer's inconme tax or corporate
incone tax due for that reporting period; and

(2) a husband and wife who file separate
returns for a taxable year in which they could have filed a
joint return may each claimonly one-half of the additional

credit that would have been allowed themon a joint return.
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D. Any anount of approved basic credit not clained
agai nst the taxpayer's gross receipts tax, conpensating tax
or wi thhol ding tax due and any anount of approved additi onal
credit not clained against the taxpayer's incone tax or
corporate inconme tax due for a reporting period may be
claimed in subsequent reporting periods; provided that a
husband and wife who file separate returns for a taxable year
in which they could have filed a joint return may each claim
only one-half of the additional credit that woul d have been
all owed themon a joint return.

Section 10. CRED T CLAI M FORMS. - - The departnment shal
provide credit claimforns. A credit claimshall acconpany
any return in which the taxpayer wi shes to apply for an
approved basic or additional credit, and the cl ai m shal
specify the anobunt and type of credit intended to apply to
each return.

Section 11. RECAPTURE.--If the taxpayer or a successor
i n business of the taxpayer ceases operations in New Mexico
for at |east one hundred eighty consecutive days within a
two-year period after the taxpayer has clained a basic credit
or an additional credit at a facility with respect to which
the taxpayer has clained the basic credit or the additional
credit, the departnment shall grant no further basic credit or
additional credit to the taxpayer with respect to that
facility. In addition, any anount of approved basic credit
not clai med agai nst the taxpayer's gross receipts tax,

conpensating tax or wi thholding tax and any anount of
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approved additional credit not clainmed against the taxpayer's
i ncome tax or corporate income tax shall be extinguished, and
within thirty days after the one hundred eightieth day of the
cessation of operations, the taxpayer shall pay the anmount of
any gross receipts tax, conpensating tax or w thhol ding tax
for which an approved basic credit was taken and any incone
tax or corporate incone tax agai nst which an approved
additional credit was taken. For purposes of this section,
a taxpayer shall not be deemed to have ceased operations
during reasonabl e periods for maintenance or retooling or for
the repair or replacenment of facilities danaged or destroyed
or during the continuance of |abor disputes.

Section 12. DEPARTMENT REPORT.--In October 2003 and
each year thereafter, the departnent shall report to the
| egislative finance conmittee and the revenue stabilization
and tax policy comrittee on the fiscal and econonic inpacts
of the Technol ogy Jobs Tax Credit Act using the nost recently
avail able data for the two prior fiscal years. The report
shal | include the nunber of taxpayers who have received basic
credits or additional credits under the Technol ogy Jobs Tax
Credit Act, the anmounts of the basic credits and additional
credits, the geographic locations of the qualified facilities
and the payroll increases of taxpayers related to additional
credits, subject to the confidentiality provisions of Section

7-1-8 NVBA 1978.
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