
Fiscal impact reports (FIRs) are prepared by the Legislative Finance Committee (LFC) for standing finance 
committees of the NM Legislature. The LFC does not assume responsibility for the accuracy of these reports 
if they are used for other purposes. 
 
Current FIRs (in HTML & Adobe PDF formats) are available on the NM Legislative Website (legis.state.nm.us).  
Adobe PDF versions include all attachments, whereas HTML versions may not.  Previously issued FIRs and 
attachments may be obtained from the LFC in Suite 101 of the State Capitol Building North. 
 

F I S C A L    I M P A C T    R E P O R T 
 

 
SPONSOR Martinez, R. 

ORIGINAL DATE  
LAST UPDATED 

03/02/09 
 HB 783 

 
SHORT TITLE Occupancy Tax Rates and Uses SB  

 
 

ANALYST Gutierrez 
 

REVENUE (dollars in thousands) 
 

Estimated Revenue Recurring 
or Non-Rec 

Fund 
Affected 

FY09 FY10 FY11   

 *$244.2 *$246.6 Recurring Municipalities 
 (Parenthesis ( ) Indicate Revenue Decreases) 
 
*This impact will increase substantially as more municipalities apply for arts and cultural 
districts. 
 
Relates to SB595 
 
SOURCES OF INFORMATION 
LFC Files 
 
Responses Received From 
Taxation and Revenue Department (TRD) 
Tourism Department (TD) 
 
No Responses Received From 
Department of Finance and Administration (DFA) 
Department of Cultural Affairs (DCA) 
Economic Development Department (EDD) 
 

SUMMARY 
 

Synopsis of Bill 
 
House Bill 783 increases the occupancy tax from a max of 5 percent to 7 percent in a 
municipality that includes within its boundaries a state-designated arts and cultural district 
created pursuant to the Arts and Cultural District Act.  The revenue generated from the 
occupancy tax above 5 percent shall be used solely for the purposes of cultural development and 
heritage tourism activities located within the state-designated arts and cultural district. 
 
Because no effective date is provided in the bill, its provisions will become effective June 19, 
2009, ninety (90) days after the 2009 legislative session adjourns. 
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FISCAL IMPLICATIONS  
 
Currently the only two municipalities with a state-designated arts and cultural district are Las 
Vegas and Silver City.  In FY08, Las Vegas had a 4 percent occupancy tax rate and Silver City 
had a 5 percent occupancy tax rate (see attachment).  In FY08, Las Vegas’s 4 percent occupancy 
tax raised $271 thousand and Silver City’s 5 percent occupancy tax raised $265 thousand for 
tourism.  If this bill had been in effect during FY08 and had Las Vegas imposed the full 7 
percent tax in FY08, it would have generated $474.5 thousand with 2 percent of the tax, $135.6 
thousand, used solely for the purposes of the cultural development and heritage tourism 
activities.  Had Silver city imposed the full 7 percent tax in FY08, it would have generated 
$371.6 thousand with 2 percent of the tax, $106.2 thousand, used solely for the purposes of the 
cultural development and heritage tourism activities.  This fiscal impact assumes a 1 percent 
growth in FY09, 0 percent growth in FY10 and 1 percent growth in FY11.  If more 
municipalities apply and are accepted as arts and cultural districts, then this impact will grow as 
more municipalities are added.  Currently the limit for adding state-designated cultural districts is 
four per year. 
 
SIGNIFICANT ISSUES 
 
Currently, local governments in New Mexico already have the option of imposing an occupancy 
tax on rentals of motel and hotel rooms, trailer camps, etc (see attachment).  Receipts from the 
tax are used to promote tourist attractions and facilities within the state.  This bill would increase 
the cap on that tax from 5 percent to 7 percent for those municipalities that have a state-
designated arts and cultural district. 
 
New Mexico’s municipalities and counties are authorized to impose over 4 percent of local 
option gross receipts taxes (that figure excludes several additional local option taxes that have 
been authorized for selected local governments). Due to increasing imposition of local option 
taxes, the statewide gross receipts tax rate is increasing steadily. On average, a local option gross 
receipts tax of about 2.16 percent will be imposed by local governments statewide by FY10. 
Combined with the state gross receipts tax of 5 percent, the statewide tax rate is therefore 7.12 
percent. 
 
CONFLICT, DUPLICATION, COMPANIONSHIP, RELATIONSHIP 
 
SB595 imposes a 10 percent “State Lodgers’ Surtax” on gross receipts of a hotelkeeper who 
furnishes tourist accommodations to a renter. 
 
BLG/svb      
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The Legislative Finance Committee has adopted the following principles to guide 
responsible and effective tax policy decisions: 

1. Adequacy: revenue should be adequate to fund government services. 
2. Efficiency: tax base should be as broad as possible to minimize rates and the 

structure should minimize economic distortion and avoid excessive reliance on any 
single tax. 

3. Equity: taxes should be fairly applied across similarly situated taxpayers and across 
taxpayers with different income levels. 

4. Simplicity: taxes should be as simple as possible to encourage compliance and 
minimize administrative and audit costs. 

5. Accountability/Transparency: Deductions, credits and exemptions should be easy 
to monitor and evaluate and be subject to periodic review. 

 
More information about the LFC tax policy principles will soon be available on the LFC 
website at www.nmlegis.gov/lcs/lfc 


