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SHORT TITLE State Lodgers’ Gross Receipts Surtax SB 595 

 
 

ANALYST Gutierrez 
 

REVENUE (dollars in thousands) 
 

Estimated Revenue  Recurring 
or Non-Rec 

Fund 
Affected 

FY09 FY10 FY11   

 $18,459.8 $37,288.8 Recurring State Lodgers’ 
Education Fund

 $11,075.9 $22,373.3 Recurring 

State Lodgers’ 
Economic 

Development 
Fund 

 $7,383.9 $14,915.5 Recurring State General 
Fund 

 (Parenthesis ( ) Indicate Revenue Decreases) 
             
SOURCES OF INFORMATION 
LFC Files 
 
Responses Received From 
Taxation and Revenue Department (TRD) 
Tourism Department (TD) 
 
SUMMARY 
 

Synopsis of Bill 
 
Senate Bill 595 imposes a ten percent “State Lodgers’ Surtax” on gross receipts of a hotelkeeper 
who furnishes tourist accommodations to a renter.  For this bill, tourist accommodation is 
defined as a hotel, apartment, apartment hotel, apartment house, lodge, lodging house, rooming 
house, motor hotel, guest house, guest ranch, ranch resort, guest resort, mobile home, motor 
court, auto court, auto camp, trailer court, trailer camp, trailer park, tourist camp, cabin or other 
premises used for accommodation. 
 
This bill also creates a “State Lodgers’ Education Fund” and a “State Lodgers’ Economic 
Development Fund”.  The state lodgers’ education fund will be a non-reverting fund in the state 
treasury and shall be administered by the public education department (PED).  The state lodgers’ 
economic development fund will be non-reverting fund in the state treasury and shall be 
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administered by the economic development department (EDD).  Both funds shall be invested by 
the state investment officer in the manner that land grant permanent funds are invested and the 
income from the investment shall be credited to the funds. 
 
Fifty percent of the revenue from the surtax will be appropriated to the State Lodgers’ Education 
Fund, 30 percent to the State Lodgers’ Economic Development Fund, and the final 20 percent to 
the general fund. 
 
The effective date of this bill’s provisions is January 1, 2010. 
 
FISCAL IMPLICATIONS  
 
Since this bill becomes effective January 1, 2010, the effect on FY10 will only be half a year.  
For this analysis it is assumed that the growth in the accommodations sector will be 0 percent in 
FY10, 1 percent in FY11 and 2 percent in FY12 and FY13.  Taxable gross receipts for the 
accommodations sector are estimated to be $738.4 million in FY10 and $745.8 million in FY11.  
With a surtax of 10 percent, the revenue from this surtax in FY10 will be $36.9 million (half of  a 
year) and $74.6 million in FY11. 
 
This bill creates new funds and provides for continuing appropriations.  The LFC has concerns 
with including continuing appropriation language in the statutory provisions for newly created 
funds, as earmarking reduces the ability of the legislature to establish spending priorities. 
 
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.  The surtax proposed in 
this bill would be an additional 10 percent tax to those who may already be paying up to 5 
percent on an occupancy tax. 
 
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. 
 
This bill does not specify how PED or EDD are to apply or use the revenue provided to them 
from the surtax. 
 
PERFORMANCE IMPLICATIONS 
 
TD: 
An increase in the cost of an overnight stay in a New Mexico lodging establishment could result 
in decreased visitation to New Mexico, a key performance measure for TD. 
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ADMINISTRATIVE IMPLICATIONS 
 
TRD: 
The proposal will have a small administrative impact on the Department. It will require new 
publications, revised CRS forms, revised CRS-Net applications, and distribution changes. These 
changes can be accomplished with existing Department resources. 
 
The proposal will have a Low IT impact.  A new location code will need to be added to GenTax 
CRS program. 

1) Changes to configuration for the location codes and reports - 40 hours 
2) Changes to configuration for new transactions – 40 hours 
3) Changes to revenue accounting – 40 hours 

Total systems impact: 120 hours 
 
TECHNICAL ISSUES 
 
The new “state lodgers’ surtax” should be added to the list of taxes in Section 7-1-2 1978 NMSA 
that designates which taxes The Tax Administration Act applies to and governs. 
 
BLG/mt                          

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 






