NEW MEXICO TAXATION AND REVENUE DEPARTMENT

NOTICE OF HEARING AND PROPOSED RULES

The New Mexico Taxation and Revenue Department proposes to amend the following regulations:

Property Code
3.6.5.25 NMAC


Section 7-36-18 NMSA 1978

(Sales Ratio Study)
3.6.5.27 NMAC


Section 7-36-20 NMSA 1978

(Special Method of Valuation - Land Used Primarily

For Agricultural Purposes)
3.6.5.34 NMAC


Section 7-36-27 NMSA 1978

(Special Method of Valuation - Pipelines, Tanks, Sales 

Meters, and Plants Used in the Processing, Gathering

Transmission, Storage, Measurement or Distribution of Oil, 

Natural Gas, Carbon Dioxide or Liquid Hydrocarbons)

3.6.6.12 NMAC


Section 7-37-5 NMSA 1978

(Veteran Exemption)

The New Mexico Taxation and Revenue Department proposes to adopt the following regulation:

Property Code
3.6.6.13 NMAC


Section 7-37-5 NMSA 1978

(Disabled Veteran Exemption)
These proposals were placed on file in the Office of the Secretary on April 16, 2009.  Pursuant to Section 9-11-6.2 NMSA 1978 of the Taxation and Revenue Department Act, the final of these proposals, if filed, will be filed as required by law on or about July 16, 2009.

A public hearing will be held on these proposals on Thursday, June 4, 2009, at 9:30 a.m. in the Secretary's Conference Room No. 3002/3137 of the Taxation and Revenue Department, Joseph M. Montoya Building, 1100 St. Francis Drive, Santa Fe, New Mexico. Auxiliary aids and accessible copies of the proposal are available upon request; contact (505) 827-0928. Comments on the proposals are invited.  Comments may be made in person at the hearing or in writing. Written comments on the proposals should be submitted to the Taxation and Revenue Department, Director of Tax Policy, Post Office Box 630, Santa Fe, New Mexico 87504-0630 on or before June 4, 2009.
3.6.5.25

SALES RATIO STUDY:


A.
The department sales ratio study is prepared on the basis of information provided in the assessors' sales ratio reports or sales data cards referred to in Parts 1 through 7 of Chapter 3.6 NMAC.


B.
[The sales ratio study compares the values of property determined for property taxation purposes by each county assessor for the year in which the study is prepared with values of the same property as established by sales prices of the same property sold during the year preceding the study. For example, the 1976 sales ratio study compares the values for property taxation purposes of property shown on the counties' 1976 tax schedule with sales of that property which occurred in 1975.] The sales ratio shall compare the last assessed value of property prior to the sale of that property, not including any limitation on an increase in value pursuant to Section 7-36-21.2 NMSA 1978, to the sales price of the same property.  For example, the 2009 sales ratio study compares the value of property determined by the county assessor for 2008, not including the limitation on increases in value pursuant to Section 7-36-21.2 NMSA 1978, to the sales price of the same property, which sold in 2008.

C.
The sales ratio study shall compare the last assessed value of property prior to the sale of that property, including the limitation on an increase in value pursuant to Section 7-36-21.2 NMSA 1978, to the sales price of the same property.  For example, the 2009 sales ratio study compares the value of property determined by the county assessor for 2008, including the limitation on increases in value pursuant to Section 7-36-21.2 NMSA 1978, to the sales price of the same property, which sold in 2008.


D.
The sales ratio study shall compare the first assessed value of property after its sale, including the limitation on an increase in value pursuant to Section 7-36-21.2 NMSA 1978, to the sales price of the same property.  For example, the 2009 sales ratio study compares the to the value of property determined by the county assessor for 2009, including the limitation on increases in value pursuant to Section 7-36-21.2 NMSA 1978, to the sales price of the same property, which sold in 2008. 

[3/23/83, 12/29/94, 8/31/96; 3.6.5.25 NMAC - Rn, 3 NMAC 6.5.25, 4/30/01; A, XXX]

3.6.5.27

SPECIAL METHOD OF VALUATION - LAND USED PRIMARILY FOR AGRICULTURAL PURPOSES

A.
APPLICATION FORM FOR VALUATION AS AGRICULTURAL LAND:
                    (1)     Applications by owners of land for valuation pursuant to Section 7-36-20 NMSA 1978 must be on a form which has been approved by the director of the division. The form shall contain the following requirements for information to be provided:

                              (a)     description of the land;

                              (b)     the use of the land during the year preceding the year for which the application is made;

                              (c)     whether the land was held for speculative land subdivision and sale or has been subdivided;

                              (d)     whether the land was used for commercial purposes of a nonagricultural character;

                              (e)     whether the land was used for recreational purposes and if so, how; and

                              (f)     whether the land was leased and if so, who was the lessee, did he report livestock for valuation and what was the lessee's use of the property.

                    (2)     The form, or a separate document, may also contain requirements for providing information as to the owner's farm income and farm expenses reported to the United States internal revenue service for federal income tax purposes.


[A.]B.
AGRICULTURAL PROPERTY - BURDEN OF DEMONSTRATING USE ON OWNER:
                    (1)     [When applying for classification of land as land used primarily for agricultural purposes,] To be eligible for the special method of valuation for land used primarily for agricultural purposes, the owner of the land bears the burden of demonstrating that the use of the land is primarily agricultural. This burden cannot be met without submitting objective evidence that:

                              (a)     the plants, crops, trees, forest products, orchard crops, livestock, captive deer or elk, poultry or fish which were produced or which were attempted to be produced through use of the land were:

                                        (i)     produced for sale or [home consumption] subsistence in whole or in part; or

                                        (ii)     used by others for sale or resale; or

                                        (iii)     used, as feed, seed or breeding stock, to produce other such products which other products were to be held for sale or [home consumption] subsistence; or

                              (b)     the use of the land met the requirements for payment or other compensation pursuant to a soil conservation program under an agreement with an agency of the federal government; or

                              (c)     the owner of the land was resting the land to maintain its capacity to produce such products in subsequent years.

                    (2)     The use of land for the lawful taking of game shall not disqualify land from a determination that it is used primarily for agricultural purposes. Any income to the landowner from the use of the landowner’s land for the lawful taking of game will not be considered for purposes of determining whether land is used primarily for agricultural purposes. 

                              (a)     The taking of game is lawful for purposes of this subsection if it complies with the requirements of NMSA 1978, Chapter 17.

                              (b)    The land is used for the lawful taking of game if the landowner actively participates in the lawful taking of game on the landowner’s land or authorizes others to use the landowner’s land for the lawful taking of game. 

                    [(2)](3)     A presumption exists that land is not used primarily for agricultural purposes if income from nonagricultural use of the land exceeds the income from agricultural use of the land.

                    [(3)](4)     A homesite is not land used for agricultural purposes and is not to be valued as agricultural land pursuant to Section 7-36-20 NMSA 1978. A “homesite” as that term is used in [Section 3.6.5.27 NMAC] this section is the site used primarily as a residence, together with any appurtenant lands used for purposes related to residing on the site. It is more than the boundary of the foundation of an improvement used as a residence and includes land on which yards, swimming pools, tennis courts and similar nonagricultural facilities are located but does not include land on which agricultural facilities such as barns, pig pens, corrals, bunk houses, farm equipment sheds and outbuildings are located. A homesite shall be presumed to be a minimum of one acre, unless the property owner establishes that a portion of the acre allocated to classification as homesite is actually used for agricultural purposes under the conditions of this section. A homesite can exceed one acre if nonagricultural facilities extend beyond one acre.
                    [(4)](5)     Once land has been classified as land used primarily for agricultural purposes, no application for that classification is required for any succeeding year so long as the primary use of the land remains agricultural. The land will retain its status for property taxation purposes in every succeeding year as land used primarily for agricultural purposes[, even if ownership changes].

                    [(5)](6)     When use of the land changes such that it is no longer used primarily for agricultural purposes, the owner of the land must report the change in use to the county assessor in which the land is located. A report by the owner that land classified as land used primarily for agricultural purposes in the preceding property tax year is not used primarily for agricultural purposes in the current property tax year rebuts the presumptions in Subsection A of Section 7-36-20 NMSA 1978. If subsequently use of the land again becomes primarily agricultural, the owner must apply for classification of the land as land used primarily for agricultural purposes.

                    [(6)](7)     When the owner of the land has not reported that the use of the land is no longer primarily for agricultural purposes but the county assessor has evidence sufficient to rebut the presumptions in Subsection A of Section 7-36-20 NMSA 1978, the county assessor must change the classification of the land. In such a case the county assessor must also consider whether the penalty provided by Subsection H of Section 7-36-20 NMSA 1978 should be applied. The owner may protest the change in classification.


[B.]C.
AGRICULTURAL LAND - MINIMUM SIZE: Tracts or parcels of land of less than one (1) acre, other than tracts or parcels used for the production of orchard crops, poultry or fish, are not used primarily for agricultural purposes. Property used for grazing is only eligible for special valuation as land used primarily for agricultural purposes if the property meets the requirements of Paragraph (1) of Subsection B of this section, is stocked with livestock that are reported to the county assessor for valuation by either the property owner or the owner of the livestock, and contains the minimum number of acres capable of sustaining one animal unit as established in the order issued pursuant to Paragraph (5) of Subsection F of this section. Tracts or parcels of property smaller than the minimum number of acres capable of sustaining one animal unit may qualify as land used primarily for agricultural purposes as grazing land upon application to the county assessor. The county assessor shall consider the following in determining whether the property is eligible for special valuation as land used primarily for agricultural purposes as grazing land:

                    (1)     whether the property owned or leased is of sufficient size and capacity to produce more than one-half of the feed required during the year for the livestock stocked on the property;

                    (2)     the predominant use of the land has been continuous;

                    (3)     the purchase price paid;

                    (4)     whether an effort has been made to care sufficiently and adequately for the land in accordance with accepted commercial agricultural practices;

                    (5)     whether the property has been divided, without regard to whether such division was made pursuant to county or municipality subdivision regulations;

                    (6)     whether the property is eligible for landowner hunting permits issued by the department of game and fish; 

                    (7)     whether the property is contiguous to land used primarily for agricultural purposes owned by a member or members of the immediate family of the owner; “immediate family” means a spouse, children, parents, brothers and sisters, and

                    (8)     such other factors as may from time to time become applicable.


[C.]D.
AGRICULTURAL PRODUCTS DEFINED: The phrase “agricultural products” as it is used in Section 7-36-20 NMSA 1978 and [Parts 1 through 7 of Chapter 3.6 NMAC] regulations under the Property Tax Code means plants, crops, trees, forest products, orchard crops, livestock, captive deer or elk, wool, mohair, hides, pelts, poultry, fish, dairy products and honey.


[D.]E.
PRODUCTION CAPACITY OF AGRICULTURAL LAND - IMPLEMENTATION OF VALUATION METHOD:
                    (1)     The production capacity of agricultural land shall be determined by the income method of valuation based on the income derived or capable of being derived from the use of the land for agricultural purposes. If information about income amounts from the use of land for agricultural purposes is unavailable, then income shall be imputed to the land being valued on the basis of income amounts from the use of comparable agricultural lands for agricultural purposes. The comparability of the land used for purposes of imputing income shall be determined on the basis of class. [The various methods of determining the class of agricultural land are described in Parts 1 through 7 of Chapter 3.6 NMAC.] A determination of income from agricultural land is not required to be restricted to income from actual production of agricultural products on the agricultural land, since the basis for determination of value is on the land's capacity to produce agricultural products.

                    (2)     “Income” as that term is used in [Section 3.6.5.27 NMAC] this section is generally the average for the preceding five tax years of:

                              (a)     the amount reported for federal income tax purposes on Schedule F of the individual federal income tax return as net farm profit, excluding income and expenses not attributable to the agricultural land being valued; plus

                              (b)     fees for rental of land or machinery less expenses relating thereto; plus

                              (c)     the reasonable value of unpaid labor of the operator or the farm family; less

                              (d)     the expense of depreciation on farm buildings and machinery.

                    (3)     In lieu of calculating income in the manner set forth in Paragraph (2) of Subsection B of [Section 3.6.5.27 NMAC] this section, income may be determined by either of the following methods.

                              (a)     Income may be determined from reference services such as the New Mexico crop and livestock reporting service, the cooperative extension service, and the agriculture departments of state universities. If a source other than the reported federal farm income, referred to in Paragraph (2) of Subsection [D] E of [Section 3.6.5.27 NMAC] this section, is used, adjustments should be made to allow for costs allowable on the federal farm income tax return if such costs are not allowed in the income figure provided. Also, income from sources other than the federal farm income return are to be closely matched to the class of agricultural land being valued so that the income properly reflects income from the class of agricultural land being valued.

                              (b)     The division by order may determine annual income from various classes of agricultural land based on the land's capacity to produce agricultural products [This order, if made, shall consider determinations of other governmental agencies concerning the capacity of a particular class of agricultural land to produce agricultural products. Such an order is for the purpose of implementing the valuation method prescribed by Section 7-36-20 NMSA 1978 and assuring that land classes determined to have the same or similar production capacity are valued uniformly through out the state] , as provided in Subsection E of this section. This order or orders, if issued, would be issued before the last day of the tax year preceding the year in which the annual income amounts are to be used.

                    (4)     The capitalization rate to be used in valuing land used primarily for agricultural purposes pursuant to [Section 3.6.5.27 NMAC] this section may be set by the division by order. This order, if made, will be issued before the last day of the tax year preceding the year in which the capitalization rate is to be used. The division shall review the capitalization rate used at least once every five tax years. In setting the capitalization rate, consideration is given to the current interest rates for government loans, federal land bank loans and production credit association loans.

                    (5)     The capitalization rate is divided into the annual “income” per acre, except for grazing land, to arrive at the value per acre for property taxation purposes of the agricultural land being valued.

                    [(6)     “Grazing land” as that phrase is used in Section 3.6.5.27 NMAC is agricultural land which is used for the grazing of livestock. The division by order determines annually the carrying capacity of each class of grazing land by determining the number of animal units per section that the grazing land will reasonably support. In determining this carrying capacity, the division considers five sheep or goats to be the equivalent of one animal unit and one cow to be one animal unit. Classes of grazing land by counties, areas within counties, or some natural division instead of individual sections or leases are established in the order. The division investigation prior to preparation of this order includes analysis of information obtained from livestock industry representatives, the bureau of land management, the soil conservation service, the forest service, agricultural departments of state universities and the state and federal departments of agriculture. The division takes into consideration drought or natural conditions which would tend to reduce the carrying capacity of grazing land. Economic conditions, such as the market price of livestock, are not taken into consideration in determining carrying capacity of grazing land. The order referred to in this paragraph is issued before the last day of the year preceding the tax year in which it is to be used.

                    (7)     The division, by order, determines the values per animal unit, which values reflect the net income derived or capable of being derived from the use of the land (or fractional interests in real property) used for grazing being valued for the tax year for grazing purposes. These animal unit values are applied uniformly throughout the state and are calculated in a manner so that the tax ratio is applied. This amount or these amounts shall be reviewed by the division at least once every five years. The order referred to in Paragraph (7) of Subsection D of Section 3.6.5.27 NMAC is to be issued before the last day of the tax year preceding the tax year in which it is to be used; however, this deadline may be extended by order of the director.]


[E.]F.
[CLASSIFICATION] CLASSES OF AGRICULTURAL LAND:
                    [(1)     Subsection E of Section 3.6.5.27 NMAC contains methods for classifying agricultural land, excluding grazing land as defined in the Parts 1 through 7 of Chapter 3.6 NMAC.

                    (2)     Pursuant to Section 7-36-20 NMSA 1978, the division may issue an order dividing the land into specific agricultural land classes. If such an order is issued, it will be in accordance with the methods of classification contained in Subsection E of Section 3.6.5.27 NMAC. If such an order is not issued for a particular county or part of a county, the county assessor shall follow Subsection E of Section 3.6.5.27 NMAC in classifying agricultural land in the county.]
                    (1)     Pursuant to Section 7-36-20 NMSA 1978, the division shall annually issue an order establishing the carrying capacity of grazing land in accordance with the methods of classification contained in  this subsection.
                    [(3)](2)     Agricultural land is classified as either:

                              (a)     “irrigated agricultural land”, which is all agricultural land receiving supplemental water to that provided by natural rainfall; or

                              (b)     “dryland agricultural land”, which is all agricultural land without a supplemental water supply; or

                              (c)     “grazing land”  which is all agricultural land which is used solely for the grazing of livestock as established in Subsections B and C above;.land the bona fide and primary use of which is the production of captive deer or elk shall be valued as grazing.

                    [(4)](3)     All lands that were previously irrigated or dryland meeting the preceding classifications but which are now participating in any of the various crop retirement programs such as the soil bank or acreage set-aside program sponsored by the United States department of agriculture are still to be classified as irrigated or dryland until the program expires from the subject land and clear evidence is shown that a change in land use is occurring, unless there has been a sale of the water rights, the use of which permitted irrigation.

                    [(5)](4)     Irrigated and dryland agricultural land is classified using the following sources:

                              (a)     The land capability classification of the soil conservation service which is a rating of land according to its ability to produce permanently and the requirements of management to sustain production. It consists of eight (8) different land capability classes. Classes I through IV are considered suitable for cultivation; Classes V through VIII are considered to be not suitable for cultivation. Classes II through VIII are further modified by four (4) subclasses that are used to signify the particular kind of limitation affecting the soil. In addition, there are nine (9) land capability units which are used to indicate a special kind of condition. This system is an interpretative rating that includes not only the physical factors of soil, but the availability of water and the effects of climate. It is designed primarily for soil management and conservation practices. Each land capability description carries with it specific recommendations for farming practices that were developed by actual farming experience to offset or allow for the existing production-limiting factors of the soil.

                              (b)     Natural land classification of soil by physiographic groups based on their general topographic, or slope, position.

                              (c)     Classification by series and type which is the classification used in the cooperative survey of New Mexico state university and the United States department of agriculture and by the soil conservation service and which classify in a series-type grouping.

                              (d)     Soil characteristics shown by the current New Mexico county assessor's agricultural manual.

                              (e)     Weather data. The general weather pattern of an area is usually well known and presents no special problems. However, the possible presence of microclimatic zones should be considered. Weather data can be obtained from the national weather service, agriculture experiments stations, extension service and others connected with growing conditions.

                              (f)     Cost and availability of water. Irrigation districts and other water suppliers boundaries can be obtained from the local conservancy district office or the New Mexico state engineer's office. The supply of water and its cost is to be considered. Electric utility companies often have information on pumping costs and related charges. District taxes, where they are charged, are to be ascertained as well as other water costs. Many areas are subject to charges related to reclamation and drainage; information on such charges must be obtained.

                              (g)     Cropping information. Knowledge of crop production, yields, prices received, costs and cultural practices is essential to many appraisal situations.

                    (5)     The minimum carrying capacity of grazing land will be established in an order of the division by the number of animal units per section (conventionally 640 acres) that the grazing land will support under accepted management practices. The assessor can allocate acreage per animal unit for land parcels that are less than 640 acres as long as the allocation is proportionate and meets the criteria of Subsection C “agricultural land-minimum size” herein. In establishing carrying capacity, the division shall adhere to the definition of livestock in Subsection C of Section 7-35-2 NMSA 1978, as well as utilize the animal unit equivalencies recognized by and information obtained from livestock industry representatives, the bureau of land management, the soil conservation service, the forest service, agricultural departments of state universities and the state and federal departments of agriculture shall be used, along with consideration drought or natural conditions which would tend to reduce the carrying capacity of grazing land.  The division may establish in each county one or more carrying capacities based on different natural conditions within the county. Economic conditions, such as the market price of livestock, are not taken into consideration in determining carrying capacity of grazing land. The order is issued before the last day of the year preceding the tax year in which it is to be used.

                  (6)     The division, by order, shall determine the values per animal, which values reflect the net income derived or capable of being derived from the use of the land (or fractional interests in real property) used for grazing being valued for the tax year for grazing purposes. These animal  values are applied uniformly throughout the state and are calculated in a manner so that the tax ratio is applied. This amount or these amounts shall be reviewed by the division prior to the issuance of the annual order. The annual order is to be issued before the last day of the tax year preceding the tax year in which it is to be used; however, this deadline may be extended by order of the director.

[F.]G.
IMPROVEMENTS ON AGRICULTURAL LAND - VALUATION: All improvements, other than those specified in Subsection C of Section 7-36-15 NMSA 1978, on land used primarily for agricultural purposes shall be valued separately, using the methods described in Section 7-36-15 NMSA 1978 and regulations thereunder, and the value of these improvements shall be added to the value of the land.


[G.
APPLICATION FORM FOR VALUATION AS AGRICULTURAL LAND:
                    (1)     Applications by owners of land for valuation pursuant to Section 7-36-20 NMSA 1978 must be on a form which has been approved by the director of the division. The form shall contain the following requirements for information to be provided:

                              (a)     description of the land;

                              (b)     the use of the land during the year preceding the year for which the application is made;

                              (c)     whether the land was held for speculative land subdivision and sale or has been subdivided;

                              (d)     whether the land was used for commercial purposes of a nonagricultural  character;

                              (e)     whether the land was used for recreational purposes and if so, how; and

                              (f)     whether the land was leased and if so, who was the lessee, did he own livestock and what was the lessee's use of the property.

                    (2)     The form, or a separate document, may also contain requirements for providing information as to the owner's farm income and farm expenses reported to the United States internal revenue service for federal income tax purposes.


H.
PRODUCTION OF CAPTIVE DEER OR ELK: Land the bona fide and primary use of which is the production of captive deer or elk shall be valued as grazing land under Subsection D of this section.]


[I.]H.
VALUATION OF CAPTIVE DEER AND ELK: The department shall establish the value of captive elk and deer under Section 7-36-21 NMSA 1978 and 3.6.5.28 NMAC. For purposes of the department’s determination:

                    (1)     captive deer shall be valued and taxed as sheep; and

                    (2)     captive elk shall be valued and taxed as cattle.


[J.
LAWFUL TAKING OF GAME.
                    (1)     The taking of game is lawful for purposes of this subsection if it complies with the requirements of NMSA 1978, Chapter 17.

                    (2)     The use of land for the lawful taking of game shall not be considered in determining whether land is used primarily for agricultural purposes.

                    (3)     Any income to the landowner from the use of the landowner’s land for the lawful taking of game will not be considered for purposes of Subsection A of this section or otherwise in determining whether land is used primarily for agricultural purposes.

                    (4)     Land is used for the lawful taking of game if the landowner actively participates in the lawful taking of game on the landowner’s land or authorizes others to use the landowner’s land for the lawful taking of game.

K.
APPLICABILITY OF LAWS 2005, CHAPTER 231. Laws 2005, Chapter 231 and Subsections H, I and J of this section apply to the Property Tax Code deadlines and provisions that occur after April 6, 2005.]

[3/23/83, 12/29/94, 8/31/96, 12/31/97; 3.6.5.27 NMAC - Rn & A, 3 NMAC 6.5.27, 4/30/01; A, 8/15/06; A, XXX]

3.6.5.34

SPECIAL METHOD OF VALUATION - PIPELINES, TANKS, SALES METERS AND PLANTS USED IN THE PROCESSING, GATHERING TRANSMISSION, STORAGE, MEASUREMENT OR DISTRIBUTION OF OIL, NATURAL GAS, CARBON DIOXIDE OR LIQUID HYDROCARBONS

A.
OIL & GAS PIPELINES - VALUATION METHOD:
                    (1)     All pipelines, tanks, sales meters and plants as defined in Section 7-36-27 NMSA 1978 which are used in the processing, gathering, transmission, storage, measurement or distribution of oil, natural gas, carbon dioxide, or liquid hydrocarbons are valued by the division or county assessors in accordance with the valuation methods found in Section 7-36-27 NMSA 1978 and Section 3.6.5.34 NMAC.

                    (2)     PIPELINES, DIRECT CUSTOMER DISTRIBUTION PIPELINES, LARGE INDUSTRIAL SALES METERS, TANKS AND PLANTS.

                              (a)     Pipelines, direct customer distribution pipelines, large industrial sales meters, tanks and plants are valued in accordance with the method described in Subsection D of Section 7-36-27 NMSA 1978.

                              (b)     For purposes of calculating depreciation or related accumulated provision for depreciation, straight line depreciation over the useful life of the property, as determined by the federal energy regulatory commission, is used. Property that does not fall within the federal energy regulatory commission's reporting requirements is assumed to have a useful life of twenty-five (25) years, unless substantial evidence of another useful life is accepted by the division.

                              [(c)](3)     For purposes of Subsection B of Section 7-36-27 NMSA 1978, “other justifiable factors” includes, but is not limited to, functional and economic obsolescence.

                                        [(i)](a)     Functional obsolescence is the loss in value that is due to functional inadequacies or deficiencies caused by factors within the property, but is not attributable to physical deterioration. Functional obsolescence may be claimed only if ordinary depreciation will not sufficiently restore the cost of property before its usefulness is over.  

                                        [(ii)](b)     Economic obsolescence is the loss in value that is caused by unfavorable economic influences or factors outside the property, but is not attributable to physical deterioration. Economic obsolescence may be claimed only if the property is affected by economic conditions that will result in its being abandoned prior to the end of its normally useful life.

                                        [(iii)](c)     Requests for economic or functional obsolescence must be made at the time the annual report is filed. The request must be supported with sufficient documentation, and must be based on a situation present at least six (6) months prior to January 1 of the tax year. In addition to other information required pursuant to this section, an economic or functional obsolescence factor must be provided together with documentation to support and demonstrate how the factor was arrived at. Such documentation shall consist of objective evidence demonstrating functional or economic obsolescence such as comparisons to a documented industry standard, to a close competitor or to an engineer's or appraiser's valuation, or any other comparable objective evidence of functional or economic obsolescence. Failure to provide documentation or proof satisfactory to the director will result in denial of an obsolescence adjustment.  

                              (d)     A taxpayer must submit the following verifiable documentation with a request for obsolescence for a pipeline, customer distribution pipeline, large industrial sales meter, tank or plant as defined in Section 7-36-27 NMSA 1978:

                                        (i)     a report of audited or FASB writedowns;

                                        (ii)     partnership agreements and narrative explanations of the mechanism for distributing profits and maintenance responsibilities for the property;

                                        (iii)     for a functional obsolescence claim, an explanation of how scheduled depreciation will not sufficiently restore the cost of the property before its usefulness is over;

                                        (iv)     a report comparing the replacement cost new, less physical depreciation, with the value of the property as estimated under an income approach;

                                        (v)     a report comparing output, or cost of operation or capacity utilization of the property, to output, or cost of operation or capacity utilization of comparison property; 

                                        (vi)     long term strategic plans for the property, including an analysis of market share, barriers to competitive entry and transportation alternatives; and 

                                        (vii)     a report addressing the reasons the taxpayer has not sold or written off the property for which the obsolescence is claimed.

                              (e)     In addition to the verifiable information required by Subparagraph (d) of this paragraph, a taxpayer must submit the following verifiable documentation with a request for obsolescence for a pipeline as defined in Section 7-36-27 NMSA 1978:

                                        (i)     reserve estimates and projections made at the time the pipeline was planned and prior to construction;

                                        (ii)     current reserve estimates and projections;

                                        (iii)     income projections for the pipeline, including assumptions as to throughput, rates and customers, at the time that the pipeline was planned and prior to construction;

                                        (iv)     income and expense statements of the pipeline for each of the last three most recent years, including assumptions as to throughput, rates and customers; provided that the statement shall conform to the taxpayer’s annual reports, FERC documents; or other audited sources;

                                        (v)     a statement of actual throughput for the past five years of operation; and

                                        (vi)     transportation contracts.

                              [(d)](f)     In order to allocate value to the taxing jurisdiction wherein the property (valued in accordance with the method described in Subsection D of Section 7-36-27 NMSA 1978) is located the following formula is used, where:

                                        A =  Pipe size in inches

                                        B =  Miles of pipe

                                        C =  Inch miles

                                        D =  Total tangible property cost less depreciation (all sizes)

                                        E =  $ Per inch mile

                                        F =  Inch miles of pipe in taxing jurisdiction

                                        G =  $ Value of pipe in taxing jurisdiction

                                        (i)     A x B = C

                                        (ii)         D       = E

                                                 Total C

                                        (iii)     E x F = G;  or

                                        (iv)     G = (D/(A x B)) x F

                    [(3)](4)     SALES METERS.

                              (a)     The value of sales meters, other than large industrial sales meters, is determined in accordance with the following schedule:

                                        SCHEDULE

                    Sales Meters                    Value per meter

                      Type   I                                $ 52.14

                      Type  II                                 109.90

                      Type III                                 477.35

                              (b)     In preparing the above schedule, all partial statutory exemptions have been considered. Therefore, no such exemptions are allowed in determining net taxable value by means of the above schedule. For purposes of the above schedule, the types of sales meters, other than large industrial sales meters, are:

                                        (i)     TYPE I - sales meters with a capacity of less than 250 cubic feet per hour at one-half inch differential. These generally include meters providing residential service.

                                        (ii)     TYPE II - sales meters with a capacity from 250 cubic feet to 950 cubic feet per hour at one-half inch differential. These generally include meters providing commercial or public authority service.

                                        (iii)     TYPE III - sales meters with a capacity greater than 950 cubic feet per hour at one-half inch differential and those meters providing industrial service with an installed cost including the associated regulator, appurtenances and devices of less than two thousand five hundred dollars ($2,500.00).

                    [(4)](5)     CONSTRUCTION WORK IN PROGRESS.

                              (a)     For those persons who maintain their records in accordance with a uniform system of accounts approved by the federal energy regulatory commission, the total amount entered into the construction work in progress account shall be reported to the assessing authority as construction work in progress.

                              (b)     For other persons, the total of the balances of work orders for pipelines, plants, large industrial sales meters and tanks in the process of construction on the last day of the preceding calendar year, exclusive of land and land rights, is reported to the assessing authority. Construction work in progress is reported as follows:

                                        (i)     total construction work in progress;

                                        (ii)     fifty percent (50%) of the construction work in progress as the value for property taxation purposes; and

                                        (iii)     value of construction work in progress by taxing jurisdiction in which the construction is located.

                              (c)     The value as stated in Item (iii) of Subparagraph (b) of this paragraph is the value reported. No deductions for depreciation or any other purposes apply. Exemptions have been considered. Therefore, the taxable value and the net taxable value are the same.


B.
OIL & GAS PIPELINES - NONPIPELINE PROPERTY: Pipelines, tanks, sales meters and plants which are not used in the conduct of the pipeline business or public utility business, and which are not necessary to the proper functioning of the pipeline business or public utility business, are not subject to valuation by the division and are valued by the county assessor of the county in which the property is located.


C.
OIL & GAS PIPELINES - VALUATION OF NONPIPELINE REAL PROPERTY: Residential housing, office buildings, warehouses and other real property excluded from the definitions of property found in Subsection B of Section 7-36-27 NMSA 1978 but used in the conduct of the pipeline or public utility business are valued in accordance with the method stated in Section 7-36-15 NMSA 1978 and regulations thereunder. The term “pipeline” as defined in Paragraph (5) of Subsection B of Section 7-36-27 NMSA 1978 does not include rights of way, easements and other fractional interests in real property. Therefore, the value of those interests is not included in the valuation determined under [Section 3.6.5.27 NMAC] this section.

[3/23/83, 8/19/85, 12/29/94, 8/31/96; 3.6.5.34 NMAC - Rn & A, 3 NMAC 6.5.34, 4/30/01; A, XXX]
3.6.6.12

VETERAN EXEMPTION

A.
[SPECIAL BENEFIT ASSESSMENTS AND CERTAIN TAXES - VETERAN EXEMPTION INAPPLICABLE: The veteran's exemption is not effective against impositions or levies of taxes on specific classes of property outside the Property Tax Code and special benefit assessments authorized by laws outside the Property Tax Code, such as conservancy district assessments.] PROPERTY TAXES AUTHORIZED BY LAWS OUTSIDE THE PROPERTY TAX CODE AND SPECIAL BENEFIT ASSESSMENTS: The veteran exemption applies to property taxes imposed by laws other than the Property Tax Code, such as the ad valorem tax on taxable property within a hospital district Section 4-48A-16 NMSA 1978 (1987); the property tax on taxable property within a college district Section 21-2A-5 NMSA 1978 (1995); the property tax on all property subject to taxation within a flood control district Section 72-18-20 NMSA 1978 (1986); and, the general ad valorem tax on all property subject to taxation within a solid waste authority Section 74-10-27 NMSA 1978 (1993). 

B.
APPLICATION OF VETERAN EXEMPTION - GENERAL:
                    (1)     Husband and wife. Where both husband and wife are veterans within the meaning of Subsection C of Section 7‑37‑5 NMSA 1978, they may between them hold exempt property to the extent of $4,000.

                    (2)     Military relationship.

                              (a)     The veteran's exemption contained in Section 7‑37‑5 NMSA 1978 requires that claimant has been honorably discharged from membership in the armed forces of the United States. A person has been “honorably discharged” if he or she has been discharged and has not received either a dishonorable discharge or a discharge for misconduct.

                              (b)     Any veteran who did not serve at least ninety (90) days at any time during any period in which the military forces were engaged in armed conflict is not entitled to the exemption.

                              (c)     A veteran does not lose his or her right to a veteran's exemption by re‑enlisting immediately after receiving his or her honorable discharge.

                    (3)     Residency. Pursuant to Section 7‑37‑5 NMSA 1978, it is required that a person be a current New Mexico resident to qualify for the veteran's exemption.

                    (4)     Veteran's interest in property.

                              (a)     A veteran who qualifies under Section 7‑37‑5 NMSA 1978, who is a life tenant of real estate, is entitled to exemption on taxation on the property in which the veteran is a life tenant.

                              (b)     A veteran cannot claim exemption from taxation on land where the veteran holds no title to the land, either legal or equitable.

                              (c)     If a veteran entitled to claim the exemption owns property on January 1, it remains exempt even though the veteran sells it during the year.

                              (d)     In a joint tenancy in which one of the tenants is a veteran, if the share of a veteran's property is of the value of $2,000 or more, the veteran's share is entitled to the full $2,000 exemption.

                              (e)     A veteran who has purchased property on an executory contract with legal title remaining in escrow pending the final payment under the purchase contract is the beneficial owner of the property and is the owner for purposes of taxation and may apply the exemption to the property.

                              (f)     A veteran cannot claim exemption from taxation for his or her spouse's separate property or his or her spouse's portion of community property.

                              (g)     A veteran cannot claim exemption from taxation when the veteran is one of the partners in a partnership, and the partnership owns the property on which the exemption is claimed.

                    (5)     Surviving spouse.

                              (a)     A resident unmarried surviving spouse of a veteran who died in service is entitled to the veteran's exemption.

                              (b)     If a veteran's surviving spouse remarries and thereafter obtains a divorce from the subsequent spouse, he or she does not revert to the status of an unmarried surviving spouse entitled to claim the exemption.

                              (c)     A surviving spouse of an eligible veteran is, if a subsequent marriage is annulled, entitled to the exemption because annulment restores him or her to the status he or she held before marriage.

                              (d)     An unmarried surviving spouse of a deceased veteran who is also a veteran may receive a tax exemption as veteran and also as a surviving spouse of a veteran.

                              (e)     An unmarried surviving spouse of a veteran who at the time of the veteran's death was legally separated from the veteran is entitled to the exemption.

C.
APPLICATION OF VETERAN EXEMPTION - CERTAIN TAXES AND FEES OUTSIDE PROPERTY TAX CODE:
                    (1)     Aircraft registration fees. The veteran's exemption may not be applied to aircraft registration fees.

                    (2)     Cattle Industry Indemnity Act. The veterans exemption may not be applied to the levy authorized by the Cattle Industry Indemnity Act or to similar taxes or assessments against only livestock or the value of livestock.

                    (3)     Motor vehicle registration fees. Under Section 66‑6‑7 NMSA 1978, a veteran who has claimed any portion of the veteran's exemption on real or personal property for the year in which the veteran may be liable for the payment of a registration fee for a motor vehicle is not entitled to the reduction in rate for the motor vehicle registration fee. However, if the exemption for motor vehicle registration fees is taken prior to the claiming of the exemption on real and personal property, both exemptions may be claimed to the extent permitted by Section 7‑37‑5 NMSA 1978.

D.
ARMED CONFLICTS PRIOR TO WORLD WAR I: The following are recognized as armed conflicts prior to World War I:

                    (1)     Spanish American War. A Spanish American War veteran, or his or her unmarried surviving spouse is entitled to the exemption provided by Section 7‑37‑5 NMSA 1978.

                    (2)     Punitive Expedition into Mexico in 1916.

                              (a)     Members of the first New Mexico infantry of the New Mexico national guard who served for ninety days or more in the Punitive Expedition into Mexico in 1916 are entitled to exemption under this statute.

                              (b)     Members of national guards from other states whose outfits were simply engaged in border patrol service and were not officially assigned to the Punitive Expedition into Mexico in 1916 are not entitled to exemption under this statute.

                              (c)     A veteran of the New Mexico national guard who served in the Punitive Expedition into Mexico in 1916, or his unmarried surviving spouse, is entitled to the veteran's exemption.

E.
ACTIVITIES WHICH ARE NOT SERVICE IN THE ARMED FORCES:
                    (1)     Medical laboratory technician. A medical laboratory technician, subject to orders of the war department, but not in uniform and not given a formal discharge when terminated from hospital service, is a civilian employee and not entitled to the veteran's exemption.

                    (2)     Students army training corps. A claimant is not entitled to the veteran's exemption by reason of his participation in the students army training corps during World War I.

                    (3)     Texas rangers. A Texas ranger who fought in the Indian wars or his or her unmarried surviving spouse is not entitled to veteran tax exemption.

[3/23/83, 12/29/94, 8/31/96; 3.6.6.12 NMAC - Rn & A, 3 NMAC 6.6.12, 4/30/01; A, XXX]

3.6.6.13

DISABLED VETERAN EXEMPTION

A.
Property taxes authorized by laws outside the Property Tax Code and special benefit assessments.  The disabled veteran exemption applies to property taxes imposed by laws other than the Property Tax Code, such as the ad valorem tax on taxable property within a hospital district Section 4-48A-16 NMSA 1978 (1987); the property tax on taxable property within a college district Section 21-2A-5 NMSA 1978 (1995); the property tax on all property subject to taxation within a flood control district Section 72-18-20 NMSA 1978 (1986); and, the general ad valorem tax on all property subject to taxation within a solid waste authority Section 74-10-27 NMSA 1978 (1993). The disabled veteran exemption is not effective against impositions of special benefit assessments authorized by laws outside the Property Tax Code, such as conservancy district assessments.


B.
Residency.   Section 7-37-5.1 NMSA 1978 requires that the property for which the exemption is claimed must be occupied by the disabled veteran (or his surviving spouse) as his or her principal place of residence.  Therefore, a person claiming the disabled veteran exemption must be a current New Mexico resident to qualify for the exemption.


C. 
Surviving spouse.  

                    (1)     A surviving spouse of a disabled veteran may apply for the exemption even if the disabled veteran did not apply for the exemption during his or her lifetime if the surviving spouse meets the requirements of Subsection C of Section 7-37-5.1 NMSA 1978.

                    (2)     After the disabled veteran’s death, his or her resident unmarried surviving spouse is entitled to the disabled veteran exemption if he or she continuously occupies the property, on which the disabled veteran exemption was claimed, as the surviving spouse’s principal place of residence.

                    (3)     If a disabled veteran’s surviving spouse remarries and thereafter obtains an annulment of the marriage or a divorce from the subsequent spouse, he or she does not revert to the status of an unmarried surviving spouse entitled to claim the disabled veteran exemption.

                    (4)     An unmarried surviving spouse of a disabled veteran who at the time of the disabled veteran’s death was legally separated from the veteran is not entitled to the disabled veteran exemption.


D.
Continuously occupies principal place of residence.  Subsection B of Section 7-37-5.1 NMSA 1978 provides for an exemption from property tax of a disabled veteran’s principal place of residence when it is occupied by the disabled veteran. Subsection C of Section 7-37-5.1 NMSA 1978 allows the surviving spouse of a disabled veteran to claim the exemption is the surviving spouse continues to occupy the property continuously as the surviving spouse’s principal place of residence. “Principal place of residence” means the dwelling owned and occupied by the disabled veteran and so much of the land surrounding it, not to exceed five acres, as is reasonably necessary for use of the dwelling as a home and may consist of a part of a multidwelling or a multipurpose building and a part of the land upon which it is built.  “Occupy the property continuously” means that the individual is physically present in the residence for a total of 185 days or more in aggregate during the prior year and is domiciled in New Mexico as of January 1 of the property tax year for which the exemption is claimed. The definition of “domicile” in Subsections C and D of 3.3.1.9 NMAC is incorporated herein by reference.
[3.6.6.13 NMAC - N, XXX]
